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We Have Reached the ‘Limit 


By WALTER W. HEAD 
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Government and Taxation are Fighting a Battle With 
Citizenship. Instead of Being the Servant of the People Govern- 


ment Is the Master. 


Service. 


OVERNMENT and taxation—once 

the mechanism for expressing the 

ideals and purposes of citizenship 

—today are fighting a battle with 
citizenship—and citizenship for the moment 
is losing the fight. The people, who are 
presumed to exercise the rights, and assume 
the duties of citizenship, are oppressed and 
discouraged—yes, even cowed by a burden 
of taxation that grows ever greater and 
greater, until its crushing force threatens to 
wreck civilization. 

Twenty years ago the denunciation of 
monopolistic trusts was a popular pastime. 
“Muck-raking” was a new fad; the greater 
a politician’s reputation for trust-busting, 
the greater his hold upon the affections of 
the people. 

Today we find ourselves in the grasp of 
an octupus greater than any of those which 
were feared and assailed in that heyday 
of trust-busting, infinitely more powerful, 
infinitely more oppressive, infinitely more 
menacing to our liberties and happiness, in- 
finitely more threatening to future progress. 


Master, Not Servant 


HAT is Government—Government mis- 

directed and misapplied—Government 
which has come to be a self-perpetuating 
machine for excessive regulation—Govern- 
ment that, instead of being an agency and 
a tool of the people, as originally intended, 
has become a power within itself sufficient 
to overawe and oppress the very people 
who created it. Government, once an agency 
for the attainment of desired ends, has be- 
come in itself a principal object of effort. 
Instead of being the servant, Government 
has become the master. Instead of being 
a government “of the people, by the people, 


it has become government 
for Govern- 


for the people,” 
“of the people, by Government, 
ment.” 

Former Senator Beveridge, in a recent 
speech in Boston, said that “one adult person 
out of every twenty persons engaged in busi- 
ness or industry in this country is a govern- 
ment agent, official or employee.” He in- 
cluded, of municipal and state as 
well as federal employees. Before the Civil 
War the ratio was one in 1000; in the 
Cleveland administration it was one in 100; 
today it is one in 20, an increase of 500 per 
cent, This vast army of governmental em- 
ployees and officials has been created to en- 
force and administer a bewildering multiplic- 
ity of laws and regulations affecting the 
daily conduct and lives of our people. 


Too Much Regulation 


HE extent of this regulation by Govern- 

ment, known by grievous personal experi- 
ence to every one of us—banker, farmer, 
laborer, doctor or merchant—con- 
condition of too much govern- 
I should say, too much 
We may not all 


course, 


lawyer, 
stitvtes a 
ment, or, perhaps, 
governmental regulation. 
agree as to just how much governmental 
regulation is required. Lord Haldane once 
said that he did not know how many grains 
of sand were in a sand pile but he knew a 
sand pile when he saw it. bs may not 
know how much regulation by government 
is required to carry on the ian neces 
sary functions of government. We may not 
all be able to agree at once upon the elimina- 
tion of any particular activity of govern- 
ment. But we do know and in this we are 
all agreed that we have too much regulation 
by government—too much bureaucracy ir 
government. 
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One in Every Twenty Persons in Public 
Remedies Proposed Tend to Increase the Evil. 


The Paralyzing Hand 


E recognize the fact not only as it 

pertains to our own United States of 
America but as it applies also to other coun- 
The ills of the world 
today find expression in terms of economics. 
The price of American farm products is af- 
fected by the uncertainties of foreign mar- 
kets. Europe shuddered for months on the 
brink of a new war because of conflict over 
economic concessions in Turkey. Economic 
warfare between France and Germany in 
the Ruhr basin disrupts the industrial anda 
commercial life of all western Europe, and 
affects America, as well. But underneath 
we find always and everywhere the paralyz- 
ing hand of governmental regulation—gov- 
ernmental interference. A principal factor 
in destroying the European market for 
American products is the burden of ex- 
cessive government and excessive taxation 
in European countries. We find Govern- 
ment not extending itself reluctantly to pro- 
tect the economic interests of its citizens— 
as it should and must do today under the 
competitive and highly organized world civi- 
lization now existent—but rushing eagerly 
ahead and with grasping hands, seeking te 
take over and exercise new functions, seek- 
ing to engage in new interference with the 
lives of individual citizens, without awaiting 
the pressure of actual necessity. We see 
the people of Germany impoverished and 
bankrupt, not altogether because of inherent 
weakness but hecause Government 
—for political ends—ably assisted and en- 
couraged by selfish wealth, forced a depre- 
ciation of currency and thereby wrecked the 
econcmic machinery of the nation. Govern- 
ment undertakes today to regulate its indi- 


tries the world over. 
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vidual citizens in countless relationships of 
business, of social and of moral conduct, 
which, until recent years, were carried on 
very successfully without governmental tute- 
lage. 

This constant interference of Government 
in business, this constant supervision of Gov- 
ernment in social organization, this constant 
direction of Government in moral conduct, 
produces innumerable points of friction, the 
combined result of which leaves little cause 
for wonder that the wheels of progress have 
slowed down and sometimes seem almost to 
be stopped entirely. 

This great problem requires and demands 
study; no problem now before us is of 
greater importance. Nor is it a problem 
easily solved. We can not simply sweep 
away these accretions of governmental 
power. We can not say to Government: 
“Lift your hand and let us go our way.” 


Government’s True Function 
OVERNMENT is the highest expres- 


sion of man’s cooperative genius. Gov- 
ernment distinguishes civilization from 
savagery. Government restrains the brute 
in mankind. It enforces mutual regard for 
the equal rights of men. Government, neces- 
sarily and properly, protects life, insures 
equal enjoyment of the fruits of individual 
labor, unites its citizens for common defense 
against fire, against disease, against all com- 
mon enemies of society. 

Government, in its higher forms such as 
are found and carried out in a democracy, 
exercises these powers by grace of the volun- 
tary sacrifices of those who create it. It 
functions because the people who make and 
control it delegate certain of their powers 
to it. It succeeds only as it holds the re- 
spect of its creators. Respect for and 
obedience to it are essential—more essen- 
tial in our present highly organized, inter- 
dependent and competitive state of society 
than ever before. 

Civilization can not exist without Govern- 
ment. But when Government extends itself 
beyond its normal functions, it then becomes 
an object in itself rather than a means to 
anend. Then it is that Government becomes 
an oppressive machine, destroying the very 
loyalty upon which its ultimate existence de- 
pends, destroying the very ideals which it 
was created to support and maintain. 

The people governed must be ever jealous 
of the rights and power of the Government, 
ever zealous that they be maintained without 
impairment. Equally must they be jealous 
of their own rights, that they be not sur- 
rendered to a Government rapacious for its 
own glorification. 


The Passion to Regulate 
OVERNMENT in many cases has taken 


over new functions in response to the 
insistent demand of a considerable number 
of the people governed, frequently of effec- 
tively-organized minorities but not in- 
frequently of majorities as well. It has 
done this because the people, stirred by some 
injustice, aroused by some recognized evil, 
have thought the only remedy was regula- 
tion by Government. Human nature does 
not welcome self-restraint. Human nature— 
increasingly so, we are sorry to admit— 
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tends naturally to shirk responsibility. 
Human nature has made man always restive 
under a yoke, yet always willing and ready 
to place a yoke on others. And so, man has 
followed the course of least resistance by 
putting upon Government the task of regu- 
lation. The individual has relieved himself ; 
he has shirked responsibility by handing the 
unwelcome task to Government. 

But the remedy in itself is an evil. Regu- 
lation plus regulation has brought about 
over-regulation. To remove this new evil 
we must go back—back to first principles. 
We must no longer ignore the things which 
Government was called upon to relieve by 
regulation. We must find another remedy 
which will not, in and of itself, become the 
oppressive creature that governmental regu- 
lation has become. 

We have attempted to regulate every- 
thing by Government. We have accepted 
relief—and that frequently inadequate—in- 
stead of attempting a cure. Now we must 
restrict Government. In the process we 
must restore individual liberty—and by that 
phrase I have no particular reference to 
prohibition but instead to the broad principle 
of liberty wherever it applies—we must re- 
store individual liberty, individual oppor- 
tunity, individual ambition and—most of all 
—individual responsibility. Necessary limita- 
tion of governmental functions can be 
brought about only by a re-awakening of 
individual conscience. Instead of depend- 
ing upon Government for all regulation of 
every kind, we must ourselves be individ- 
ually responsible to our own conscience. 


The Genesis of Our 
Government 
W* think of the Pilgrims as a people 


who came across the ocean to a new 


land, daring hardships of uncharted sea 


unexplored wilderness, for sake of religious 
liberty. They fled, however, not merely 
from religious intolerance but from restric- 
tions of civil law as well. They purposed 
to found, in this New World, a community 
where each man might worship God as he 
saw fit and where each man would have a 
voice in the civil government under which 
he lived. 

To achieve this end, the Pilgrims estab- 
lished a form of government which became 
the town-meeting of early New England 
days. The men of the town met once each 
year. In that meeting every free man had 
a vote; any one of them might be a candi- 
date for any office; with few exceptions, 
no man held office for a term longer than 
a single year. In this we see a positive re- 
action against excessive restriction by gov- 
ernment, an insistent demand that the gov- 
ernment be so conducted that it never be- 
comes the master but remains always the 
servant of the people governed. 


The Triumph of Individualism 


ROM the foundation laid in these New 

England town meetings, the form of our 
government has developed through succeed- 
ing generations. The necessities of growth— 
hoth as to area of territory and as to popula- 
tion resident therein—forced some changes. 
But, for more than 100 years, following the 
Declaration of Independence, the essential 


September, 1923 


spirit was unchanged. For more than a 
century the business of government was 
held to be only the things necessarily govy- 
ernmental, the problems which, by no ex- 
treme of reason, could be considered capable 
of individual solution. Individual initiative 
was encouraged, not restricted. America 
hecame, in this great period of development, 
the synonym for individual opportunity. 
This, and nothing else, led great multitudes 
of people to migrate from Europe, where 
they had felt the yoke of oppression. They 
came because they found here a government 
that concerned itself with being in truth 
the servant and not the master of the people. 

Under this theory of organization the 
United States developed from a weak organ- 
ization of scattered colonies along the At- 
lantic seaboard into a great nation, a world 
power. Individual ambition and courage 
settled the great Northwest territory, created 
there great states which were destined to 
rival the mother states of the eastern coast. 
Later this same spirit of the pioneer, will- 
ing and eager to take advantage of oppor- 
tunities for self-advancement, inspired a 
new migration which swept to the Pacific 
coast and laid the foundation for the settle- 
ment and development of all of that terri- 
tory acquired by the Louisiana Purchase. 

This was the work of individualists, of 
men who asked of and received no aid from 
Government save protection of their right 
to use their individual talents to the utmost 
of their ability, of men who would have 
resented any interference by Government 
with the exercise of that right. 

Meanwhile, as this settling of new terri- 
tory was going on, the same _ individual 
achievement brought great progress in the 
development of industry, science and social 
organization in the older commonwealths. 
While individual ambition led some men 
to the frontier of civilization, it led others 
to the exercise of that inventive genius 
which made Yankee ingenuity known 
throughout the world. It led still others 
to the development of that capacity for in- 
dustrial organization which enabled America 
to become the industrial prodigy of all time. 

In this period men were free. Being free, 
they toiled without fear that fruits of their 
labor would be denied them. The result 
was a steadily accelerated prosperity, alike 
for individuals and for the country as a 
whole. 


Development of Regulation 


HERE came a day, following the great 


Civil War, when this condition was 
changed. The change did not come at once, 
but gradually. It came in the guise of a 
movement to protect the continued exercise 
of individual initiative, to maintain unim- 
paired the rights of individual opportunity. 
It was the result of sincere, conscientious ef- 
fort to remedy evils which had crept into 
the economic and social life of the times. It 
was an effort by men who little realized that 
the very remedies undertaken would become 
precedents for other acts that would further 
destroy the very thing they sought to pro- 
tect. 

The first outstanding chapter of this story 
was the Granger movement against the rail- 
roads, beginning in our own western states. 
The farmers of the western country were 


i 
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impoverished. They believed their condition 
aggravated by exorbitant freight rates. 
They felt outraged by the extent to which 
the railroads were manipulating politics, 
destroying the practical effectiveness of the 
representative. system of government which 
had been handed down through two and one- 
half centuries of American history. Evils 
existed. The attempted remedy was through 
legislation. Railroad rates were reduced by 
legislative act. Commissions and boards were 
created to regulate the railroads in the 
future. 

The second chapter came with Populism, 
which extended the Granger program of 
railroad legislation and sought new remedies 
for additional ills. At this time large num- 
bers of farmers in the western states were 
debtors. There was great difficulty in meet- 
ing payments of interest and principal on 
farm mortgages. The remedy again was 
thrcugh legislation—legislation to remove 
the gold standard, legislation to “cheapen” 
money, legislation to make possible the pay- 
-ment of debts with 50 cent dollars. 

These political movements constituted the 
beginning. The purpose, as I have said, was 
to preserve individual opportunity. Certain 
groups of men were infringing upon the 
rights of other men who felt unable, of 
their own strength, to protect themselves. 
Therefore, Government was called upon to 
“regulate.” 


Regulation Without Limit 


ROM this beginning, whither have we 

drifted? The presumed necessity of 
undertaking to safeguard individual oppor- 
tunity has brought about extremes of legis- 
lation which have had almost exactly the 
opposite effect. We have traveled in a 
circle. ‘Today we find individual opportuni- 
ty limited and circumscribed by govern- 
mental regulation on every hand, restricted 
as it never would or could have been re- 
stricted by the efforts of any group cr 
groups of the people governed. Various 
grcups have been insistent upon the regula- 
tion of other groups until we have reached 
an extreme where all are “regulated” by an 
intricate, over-lapping, bewildering system 
of governmental paternalism. 


The Outstanding Case 


HE railroad situation today is the out- 

standing but by no means the exceptional 
instance of excessive regulation. The 
railroads at present are controlled by 
two federal commissions and __forty- 
eight state commissions, and in addi- 
tion thereto congress and the president, 
forty-eight legislatures and forty-eight gov- 
ernors. - Railroad rates on interstate ship- 
ments are fixed by the interstate commerce 
commission. Railroad rates within the states 
are fixed by state railway boards. The 
wages of railroad labor are fixed by the 
national railway labor board. The maxi- 
mum number of cars on a train and the 
minimum number of men in a crew are 
determined in many states by act of the state 
legislature. Final authority as to when a 
locomotive must be sent to the repair shop 
is in the hands of federal government in- 
spectors. The maximum time that train 
crews may work is fixed by federal law; 


the maximum time that livestock may be 
kept in cars is fixed by state law. State 
laws require trains to stop opposite stations ; 
city ordinances forbid their being stopped 
so that street crossings are blocked. State 
laws require railroads to maintain smoking 
compartments or smoking cars on every 
train, even on gasoline motor cars. Other 
laws require railroads to operate livestock 
trains at a certain minimum speed and to 
mow the grass on the right of way between 
July 15 and August 15 of each year. These 
are but instances which occur at a moment’s 
thought, all a part of the innumerable 
regulations under which a railroad operates 
in my state. 

This recital is not intended to support a 
plea that the railroads be relieved of all 
regulation. That is just as impracticable 
as it is for the railroads, or any other 
activity, to prosper under an excess of 
regulation. The railroads are simply an 
example of over-regulation. They are not 
alone. Our farmers are regulated by potato 
inspectors, by dairy inspectors, by hog 
cholera inspectors, by cattle inspectors, by 
men who grade their grain, by seed inspec- 
tors, sheep inspectors, stallion inspectors, and 
bee inspectors. Our merchants are amen- 
able to pure food laws, pure drug laws, 
pure milk laws, income tax laws, profits tax 
laws, sales tax laws, women’s labor laws, 
eight-hour day laws, anti-trading stamp 
laws, anti-Sunday trading laws—once more 


Progress Threatened 


“Today we find ourselves in 
the grasp of an octupus greater 
than any of those which were 
feared and assailed in that hey- 
day of trust-busting, infinitely 
more powerful, infinitely more 
oppressive, infinitely more men- 
acing to our liberties and hap- 
piness, infinitely more threat- 
ening to future progress. 

“That is Government—Gov- 
ernment misdirected and mis- 
applied — Government which 
has come to be a self-perpetu- 
ating machine for excessive 
regulation — Government that, 
instead of being an agency and 
a tool of the people, as origin- 
ally intended, has become a 
power within itself sufficient to 
overawe and oppress the very 
people who created it. Govern- 
ment, once an agency for the at- 
tainment of desired ends, has 
become tn itself a principal ob- 
ject of effort. Instead of being 
the servant, Government has 
become the master. Instead of 
being a government “of the 
people, by the people, for the 
people,” is has become govern- 
ment “of the people, by Gov- 
ernment, for Government.” 
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mentioning only a few instances from the 
statute books of my own state. 


The Burden of Legislation 


| we are subject to laws 
which impose some restriction upon our 
action at almost every hour of the day. 
The number of statutes which we must obey 
is astounding. Former Governor Harding of 
Iowa has estimated that forty-three states, 
in 1923, enacted 15,000 new laws. During 
the same period, Congress enacted 300 new 
laws. Towns, cities, and counties added 
200,000 to the total. It is estimated that 
the grand total of laws and ordinances, now 
effective in the United States, exceeds two 
million. An average city policeman, Gov- 
ernor Harding remarks, must have a work- 
ing knowledge of at least 16,000 federal, 
state and county laws, if he is equipped to 
do his full duty as a law enforcement agent. 
The interpretation of these laws by federal 
and state supreme courts, in a single year, 
requires 650 volumes of judicial opinion. 
In many cities, no effort is made to compile 
the city laws in printed form; the law is 
enforced from a series of scrap books in 
which the new ordinances are pasted, as 
officially advertised. What chance is there, 
under ordinary conditions of human_falli- 
bility and the limitations of ordinary human 
intelligence, for a man to avoid breaking 
the law. And yet ignorance of the law is 
no excuse in court! If a man is conscious 
of his obligation to observe the law, what 
effect is exerted upon his ambition by this 
bewildering mass of regulatory directions, 
some of which are conflicting in purpose as 
well as in operation. 


Increase in Personnel 


LL of these regulations necessarily in- 

volve the employment of men whose 
prime business it is to regulate. Extension 
of governmental functions has brought a 
vast increase in the personnel of Govern- 
ment. A recent tabulation estimates nearly 
40,000 elective federal, state and county offi- 
cials, the number of elective city and town 
officials not being tabulated. These are 
merely the apex of the system. Under their 
direction there is a vast army of appointive 
officials. President Harding recently author- 
ized the announcement that there are 504,- 
000 employes of the federal government. 
The total of all branches of Government 
approaches the total number engaged in the 
conduct of the entire railway system of the 
ccuntry. 

And the labor of these men and 
women, be it noted, is—with few exceptions 
—unproductive labor. Their labor does not 
add to the wealth of the country; it does 
not add to the wealth of the individual 
citizens. They are paid for their labor out 
of the productive earnings of the rest of 
the people—of those who are governed. By 
a conservative estimate, 13 per cent of our 
living cost is due to taxation; other esti- 
mates run as high as 23 per cent. This is 
the toll exacted of productive labor to main- 
tain—feed, clothe and equip—this great un- 
productive army of government employes. 

Alaska perhaps may be an extreme ex- 
ample of this situaticn, but it is worth con- 
sidering. That territory has 24,000 inhabi- 
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tants, Thirty-six distinct bureaus and com- 
missions are required to govern it. Alaska 
has a railroad owned and operated by the 
Government. A United States senator, who 
recently visited the territory, stated that only 
5000 tons of revenue-producing freight was 
hauled-by this railroad last year and that 
the deficit, to be borne by taxation, will 
amount to $1,500,000 a year. 


Some Tax Figures 


HE revenue required by the Federal 

government in 1917 was $1,044,000,000; 
in 1918, the revenue raised by taxation (irre- 
spective of the sale of bonds) was $3,925,- 
000,000; in 1919, $4,103,000,000; in 1920, 
$5,737,000,000; in 1921, $4,902,000,000; 
in 1922, $3,565,000,000. The estimate 
for 1923 is $3,753,000,000, a figure 
which will be maintained substantially for 
1924 and 1925. In this same period the 
government debt increased from approxi- 
mately $1,000,000,000 to $27,000,000,000 and 
stands today at over $22,000,000,000. 

The expense of Federal government is 
but a part of the total. The Federal census 
bureau has collected data showing that in 
1913 the aggregate revenues of the state 
governments were $368,000,000 and that in 
1921 they had increased to $959,000,000, 
an advance of 161 per cent. The indebted- 
ness of the states in 1913 was $423,000,000 
and in 1921, $1,012,000,000, an increase of 
139 per cent. The bureau’s data from 227 
of the large cities showed collections of 
$890,000,000 in 1913 and $1,567,000,000 in 
1921, a gain of 76 per cent. The total debt 
of these cities in 1913 was $2,901,000,000 and 
by 1921 had risen to $4,334,000,000, an in- 
crease of 49 per cent. The bureau has 
only limited information as to county reve- 
nues, but figures from 381 counties, dis- 
tributed through thirty-eight states, showed 
an increase of 127 per cent in revenues 
collected—1913 compared with 1921. County 
indebtedness increased 195 per cent in the 
same period. Cities and towns under 30,000 
population, school districts, townships, 
drainage districts, road districts and other 
sub-divisions are not included in these fig- 
ures. 

From one-fifth to one-seventh of all the 
wealth produced in the United States is 
spent for Government. Each of us virtually 
gives one day of every week to the support 
of the great number of officials and em- 
ployes who comprise the government. 


Less, Not More Government 


HIS is the situation today. This is the 

stupendous burden which we bear. The 
existence of the evil is generally recognized, 
but strangely enough, the remedies proposed 
chiefly tend to increase the evil. We struggle 
under a crushing burden of excessive taxa- 
tion, yet the more vociferous among us pro- 
pose to find the remedy in additional legisla- 
tion, propose that we add still additional 
functions to Government, that we have 
government ownership of basic industries, 
that we have government protection of labor, 
that government invade the few fields still 
left to private enterprise. There is no real- 
ization apparently of the fact that the great 
deterrent to individual prosperity is the 
burden of taxation, the burden of constant 
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interference, no realization that high taxa- 
tion results from excessive governmental 
activity, no realization that new functions of 
government mean an increase of that burden. 

The immediate object of the government 
ownership program is Federal operation of 
railroads. The results of government opera- 
tion during and after the war should put 
a quietus upon that movement. We admit 
that conditions were abnormal and that gov- 
ernment operation might have been more 
successful under other circumstances. It 
can hardly be conceived, however, that it 
would have been a success. The experience 
then demonstrated the inherent weakness of 
undertaking to run a great industry under 
political direction. The temptation to use 
the great power of railroad control for 
political ends is so great that we can hardly 
expect human nature to withstand it. This 
necessarily destroys the incentive of em- 
ployes and management to work for the 
best interest of the road. Security of posi- 
tion tends to depend upon political maneuv- 
ering instead of efficient carrying out of the 
duties imposed. 

That is the basic and fundamental diffi- 
culty with any attempt at government opera- 
tion of large industries. It is present in less 
degree when the public, through govern- 
ment, undertakes to operate a public utility 
in a small municipal unit. There the close 
contact between the people concerned and 
the management of the plant tends to pre- 
vent the more gross abuses. But even there 
it is a constant struggle to maintain loyal 
interest on the part of employes and man- 
agement when the temptation is always pres- 
ent to substitute political manipulation as 
a means of promotion. 


Government Operation of 
Railroads 


ONTRAST that relatively simple situa- 
tion with the vast enterprise involved 
in government operation of the railroads. 
The total number of government employes— 
already great as it is—would be doubled 
by that undertaking. We would have one 
great class of our people, nearly 15,000,000 
strong—one in every seven—dependent for 
their living upon Government, intent for 
their own interest upon the exalting of 
Government to still greater power, a unit 
for the maintenance of existing personnel 
regardless of any other issue. 

We have reached the limit of govern- 
mental activity. We have, indeed, gone past 
the limit. You are in a position to realize 
what happens when Government assumes 
the entire responsibility of the conduct of 
business for all its people. You have 
witnessed in North Dakota the organ- 
ization of a government bank, govern- 
ment elevators, government mills, gov- 
ernment housing corporations and—closely 
affiliated because they were owned by 
the organized group which dominated 
the government—quasi-government stores 
and newspapers. You have heard the prom- 
ises of a millennium to result; you have 
seen the inevitable disappointment, the in- 
evitable loss of wealth, the inevitable diminu- 
tion of opportunity for future advancement. 
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We Must Choose 


WE must choose today between a re- 
turn to tried principles of individual 
freedom, with Government an agency in- 
stead of a purpose of existence and those 
principles that lead to the conditions which 
exist today in Soviet Russia, with credit 
destroyed, with famine abroad in the land, 
with hatred amd suspicion rife in every 
stratum of society. 

Let us not misunderstand. When I criti- 
cize the expansion of Government, I do 
not for a moment advocate the immediate 
abolition of all of the innumerable excess 
functions of Government. Government ex- 
tended its functions because of a grievance 
on the part of all or some of the people 
governed. In many instances these griev- 
ances had foundation in fact. When govern- 
mental regulation is removed, there must be 
some substitute to relieve the ills which 
originally called it into being. 

It does not suffice merely to decry govern- 
mental regulation—to charge its advocates 
with radical tendencies. The problem is to 
discover the evil which arouses a demand 
for governmental intervention, and to bend 
every effort, to labor with every interest, to 
remove it, without applying a remedy which 
is, in itself, an equal or greater evil. 

The prime requisite for relief from ex- 
cessive governmental regulation is an awak- 
ened interest on the part of all of us in the 
affairs of government. It will no longer 
do to let someone else “attend to politics” 
for us. We must do the job ourselves. We 
need today to return to the original spirit 
of the Pilgrim fathers, when every man felt 
the responsibility of participating in Govern- 
ment and the responsibility of dealing with 
his fellow man with some regard to the 
principle of the Golden Rule. 


Restore Individual 
Responsibility 


HERE must be a new realization of the 

necessity of individual responsibility, a 
spirit that will relieve us of the demand for 
excessive governmental regulation, We must 
do for ourselves what we have been asking 
Government to do for us. We must treat 
others in accordance with such principles of 
fair and honest dealing that they will not 
feel obliged to invoke Government to protect 
themselves against us. We, as individuals, 
instead of Government, must become our 
brother’s keeper—to the extent that, by 
unselfish desire and voluntary act, we keep 
open the door of equal opportunity without 
necessity of governmental intervention. We 
can not have a:sense of individual responsi- 
bility as long as Government accepts all 
responsibility and undertakes all initiative; 
we can not withdraw governmental inter- 
ference without re-awakened individual 
responsibility. The two go hand in hand. 
To a large degree, they operate in a vicious 
circle. Lack of the one increases the demand 
for the other; extension of the one dimin- 
ishes the strength of the other. 

With intent to maintain individual oppor- 
tunity, we have destroyed individual re- 
sponsibility. We have enacted laws limit- 
ing the hours of labor in order to protect 
the workers against the greed of employers; 
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we have enacted laws and promulgated reg- 
ulations establishing a minimum wage in 
many instances. By that very act, whatever 
may have been its justification, we have 
destroyed the responsibility of the individual 
to achieve for himself. We demand today 
the comforts—yes, the luxuries—of life; we 
are not willing to make the sacrifices neces- 
sary to attain them. 

As bankers, we have frequent occasion to 
preach the virtue of honest toil as a pre- 
requisite of success, of thrift as the one 
sure highway to financial independence. We 
need today to apply—to the larger field of 
politics and world economics—the same 
straight-thinking devotion to fundamental 
principle. We must realize that there is 
no short-cut to economic and political free- 
dom. Legislation and law enforcement can 
rise no higher than their source—and that 
source is the conscience of the individual. 
We can not lift ourselves above our natural 
level by machinery which necessarily de- 
pends in turn upon our individual rectitude, 
our individual willingness to serve and sac- 
rifice. 


Individual Responsibility 


E can advance Government only as 
we advance individually. The aver- 
age of the mass makes the standard; it can 
not be established merely by words written 
into law. We can not create wealth by 


fiat money; neither can we establish or 
maintain economic, social or moral strength 


N a current report of a charitable 
organization it was stated that when 
ordinarily self-supporting families are 
forced to apply for relief illness is the 
primary cause of need in more than half 
of the cases. It is frequently stated that 
an industrial worker cannot afford to be 
ill, and when this means that the family 
income stops while expenses for physicians, 
medicine, and nurses accumulate, it is easy 
to see that the family savings may soon 
be exhausted. In too few cases provision 
has been made for this emergency and the 
hat must be passed among his fellow work- 
men or some relief-giving organization must 
be asked to come to their assistance, with 
the possibility of the ultimate loss of the 
family’s self respect. 

Under the laws of most American States 
a system of compensation insurance is 
enforced by which employees injured while 
at work receive a certain proportion of 
their wages during disability. Experience 
has shown that only about ten per cent of 
the time lost by industrial workers through 
disability is covered by compensation in- 
surance. Ninety per cent of the lost time 
results from non-occupational accidents and 
disease. 


by mere assertion. If we are to progress— 
in our nation or in our state or in our 
community—we must have leadership; we 
must work together under some central 
direction. But leadership alone will not 
suffice; direction alone, by employer or by 
Government, will not suffice. There must 
be a sense of indiyidual responsibility ; there 
must be the inspiration of individual will to 
achieve; there must be the willingness for 
individual sacrifice, in the numbers that 
comprise the mass. There must be a will- 
ingness of the individuals in the mass to co- 
operate; there must be confidence, each in 
the other, to make co-operation possible. 
There must be greater understanding of 
each other’s problems, greater tolerance, 
less suspicion, and less greed. 

This re-assumption of individual responsi- 
bility is demanded by selfish reasons, no 
less than because of devotion to Christian 
ideals. We must be willing to accept re- 
sponsibility, we must be tolerant, we must 
co-operate—in order that we may have our 
opportunity to progress, as much as in order 
to insure equal opportunity to others. 

Co-operation must take the place of regula- 
tion. Respect and confidence must take the 
place of suspicion. Obedience to law must 
take the place of disregard for law. Obedi- 
ence to law must be made possible by elimi- 
nating the laws which can not be enforced. 
Eliminate them by accepting, individually, 
responsibility for removing the necessity for 
such regulation. Prosperity and happiness 


Workingman Does Not Provide for Illness 


By DR. WILLIAM B. BAILEY 


It is surprising how little provision the 
American industrial worker has made 
against this contingency. A recent inquiry 
in which detailed information was secured 
from 2,000 workers showed that 1,887, or 
94.35 per cent received no benefit except 
from their group insurance during their 
period of incapacity. 


One Wage-earner to Family 


HE workers among whom this inquiry 

was conducted were chosen as being 
the heads of families. It was found that 
in sixty per cent of the cases the income 
of the 2,000 families came from the wages 
of one person only. The total weekly wages 
of the 2,000 was $47,175.50, or an average 
weekly wage of $23.59. 

There were only 810 families to enjoy 
an ‘income from more than one person, or 
from roomers or boarders. The total ad- 
ditional weekly income in these cases 
amounted to $22,378.50, or an average of 
27.61 in these more fortunate families. 

An additional tabulation was made to 
determine whether the wages of the bread- 
winner in the families with no additional 
income were higher than in the families 
with additional income. In the 1,190 fami- 
lies in which there was only one wage- 
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depend not on the quantity of legislation, but 
upon respect for and obedience to law. 


Fundamental Factor 


HE fundamental factor is not Govern- 

ment—or state—but the individual. We 
must substitute individual responsibility for 
responsibility of Government. The latter 
without the first is fictitious; the. latter 
with the first, is unnecessary. We must 
transfer the responsibility from Govern- 
ment to the individual—and we must see 
to it that the individual is worthy of the 
responsibility. 

The greatest need in the world today is 
a wider acceptance of and greater devotion 
to the ideals of Christianity. We must 
learn that our own right to equal oppor- 
tunity depends upon according that same 
right to others. We must re-establish the 
principle of, and we must practice the 
Golden Rule—“Do unto others as you would 
that others do unto you”—in order that that 
rule may be in fact the law of the land. 
That is the remedy—the reform of the indi- 
vidual rather than the reform of Govern- 
ment. It is not easy—and therein is the 
first lesson that we must learn—nothing 
worth while is easily attained. We have 
tried the easy way; we find it unavailing. 
We must take the harder way, the slower 
way, but we must take it—because it is the 
one, stire way—the development of indi- 
vidual character—recognition of the duties 
of individual responsibility. 


earner the average weekly wages were 
22.83, while in the 810 families receiving 
additional income the wages were $24.70. 

There were 502 cases in which the addi- 
tional income exceeded the weekly wages 
but in only 111 of these families were the 
weekly wages over $20. With such a low 
wage scale the satisfactory support of a 
family without additional income would be 
difficult. 

In the 2,000 families there were 2,495 
dependents. In 886 cases there was no de- 
pendent, while in the remaining 1,114 cases 
there was an average of 2.2 per family. It 
might be expected that the family in which 
there is a large number of dépendents would 
enjoy the largest weekly income in addition 
to wages, but the number of dependents 
has little influence on the additional weekly 
income of the family. The percentage of 
families with weekly income in addition to 
weekly wages varies but little according 
to the size of the family. 


Fire losses and the cost of fire prevention 
in the United States amount annually to 
more than the total American production 
of gold, silver, copper and petroleum in a 
year. 


‘ 
4 


Once a motor car could be bought for 5,000 marks, the 
present price of a loaf of bread 


A sewing machine once could be bought for 110 
marks; recently a spool of thread cost 13,500 marks 


Two grames of lard 

cost 1000 marks 

which once pur- 

chased four hogs; 

the present price 

of a quart of = 

j . would in the 

The price of a pair of shoes 

today once would have 
bought a villa ’ 


Lhe present price of a box of matches today would in the old days a saddle horse could be had for the 
have purchased a load of wood in the old days present price of a pair of shoes 


Approximate comparisons only; not to be taken literally. Further depreciation has occurred since these estimates were made by 
International Newsreel. 
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The Atlantic City Convention 


Par ticular Attention Will Be Given to the Discussion 


of Those Problems Which Threaten Business Prosperity. Forum 
on the Federal Reserve System, a Feature of the Final Session in 


the Main Convention. 


66 ARKED changes that have 
come over business affairs 
since the last annual Conven- 
tion of the American Bank- 

ers Association will strongly impress them- 

selves on the coming meeting at Atlantic 

City, N. J., Sept. 24-27. 

“At the last convention domestic affairs 
were running with such apparent smooth- 
ness and prosperity that it seemed fitting to 
devote our chief attention to the great prob- 
lems oppressing Europe and to America’s 
relationship to them. 

“Since then slackening domestic business 
and increased trend of sentiment toward a 
state of unrest in many sections of the 
United States have placed particular em- 
phasis on some of our own great problems, 
as well as the problems of Europe. 

“These problems command the serious con- 
sideration of every banker in the nation. | 
earnestly urge you, therefore, to attend the 
Convention at Atlantic City to counsel to- 
gether on them. 

“Consideration will be given to the rising 
tide of radicalism against the present capi- 
talistic system; agitation against the gold 
standard and for unsound money; the un- 
satisfactory economic position of agriculture, 
threatening to hamper the nation’s food pro- 
ductivity; and unwarranted assaults being 
made on the Federal Reserve System, threat- 
ening in time to deprive the nation of this 
chief bulwark of strength in its financial 
system. 

“Bankers must consider and take action on 
these problems. Your own business and 
your nation’s welfare particularly need you 
at the Convention this year.” 


Business Opportunity 


r. the foregoing words President Puelicher 
4 has called the members of the American 
Bankers Association to a convention—great 
in the sense of business opportunity—to 
consider ways of solving the many impor- 
tant domestic problems which overshadow 
business and industry. 

The convention last year in New York 
City gave marked attention to the problems 
of Europe, because those problems bore di- 
rectly upon our own affairs, and the thou- 
sands of bankers who participated returned 
to their desks better equipped than before 
the conferences in which they sat. The 1922 
convention undoubtedly had a decided bene- 
ficial effect upon national prosperity. 
Through it much misapprehension was dis- 
pelled and in many minds uncertainty gave 
place to a confidence which surely must have 
been reflected in business. 

The convention to be held this month 
should be an even more distinct contribution 
to business prosperity, for the reason that 


all delegates will go to Atlantic City with 
first hand knowledge of problems, or angles 
of national problems, and, spurred by that 
insistence which always comes when home 
affairs are touched upon, will give their 
best toward working out solutions of those 
things which threaten to mar business pros- 
perity. 

This also, like last year’s gathering, should 
therefore be an unusual convention, because 
an unusual opportunity presents itself where- 
in the leading business conference of the 
year can, if it will, make a lasting impress 
upon public opinion, and public opinion in 
the last analysis invariably settles all great 
questions. The opinion of the bankers in 
session will have an immediate affect on 
public opinion in general. 


General Sessions 


‘ will be three general sessions of 
the convention, the first on Tuesday, 
September 25, which will be opened with a 
concert at 9.30 a.m. and will be called to or- 
der a half hour later by President Puelicher. 

There will be four leading addresses dur- 
ing this session, that of Charles E. Mitchell, 
president of the National City Bank of New 
York; the address of President Puelicher; 
the address of M. A. Traylor, president of 
the First Trust & Savings Bank, Chicago, 
whose subject will be “Playing Fair,’ and 
finally the address of Stephen I. Miller, Jr., 
National Educational Director of the Ameri- 
can Institute of Banking, whose subject is, 
“Education and Banking.” 


Wednesday, September 26 


HE second general session of the con- 

vention will also open with a concert at 
9.30 a.m., be called to order at Io a.m. by 
the President, and will have three main ad- 
dresses, as follows: 

“What We See and What We Don’t See,” 
by William A. Scott, Director School of 
Commerce, University of Wisconsin, Madi- 
son, Wis.; “Banker-Farmer Teamwork,” by 
D. H. Otis, Director of the Agricultural 
Commission of the American Bankers Asso- 
ciation; “Across the Atlantic,” by Fred I. 
Kent, Vice-President of the Bankers Trust 
Company, New York City. Mr. Kent is 
chairman of the Commerce and Marine Com- 
mission of the American Bankers Associa- 
tion, has spent a very long period in Europe 
studying conditions, and his address no doubt 
will be one of the high points of the con- 
vention. 


Thursday, September 27 


heim principal feature of the third ses- 
sion of the general convention on Thurs- 
day, Sept. 27, will be a forum, “The Federal 
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Leading Speakers at Principal Sessions. 


Reserve System—lIts Merits and Defects,” 
a discussion designed to bring out all points 
of view and to be constructive. 

This forum of one hour and fifteen min- 
utes will be opened by two addresses of fif- 
teen minutes each, and will be followed by 
other addresses limited to five minutes each. 

The sessions of the general convention 
will be held on Young’s Million Dollar Pier, 
in many respects a most admirable place for 
a large meeting. 

The headquarters of the convention will 
be at Hotel Traymore and the registration 
desks will be in the Rose Room at Hotel 
Traymore. 

At this hotel also will be held committee 
meetings, the Executive Council meeting in- 
cluding the Administrative and Finance 
committees. 

The divisional sessions will be held as 
follows: 


Clearing House Section 


AMES RINGOLD, president of the sec- 

tion, will deliver the president’s annual 
address at 9.30 a. m. on Monday, Sept. 24. 
in the Vernon Room, Haddon Hall. This 
session will have four important ad- 
dresses, the address of the president, al- 
ready mentioned; “Seeing Things,” by M. A. 
Traylor, president First Trust & Savings 
Bank, Chicago; “The Economic Position of 
the United States,” by George E. Roberts, 
vice-president National City Bank, New 
York; “How the American Banker Can 
More Effectively Co-operate with the New 
York Stock Exchange,” by Seymour L. 
Cromwell, president of the New York Stock 
Exchange. 

There will be a conference for Clearing 
House examiners at Hotel Traymore at 2.30 
p. m., Monday, at which Martin McLean of 
the Seattle Clearing House Associa- 
tion will preside. On the following day, 
Tuesday, Sept. 25, at 2.30 p. m., there will 
be a conference of Clearing House man- 
agers, at which Francis Coates, Jr., of the 
Cleveland Clearing House Association will 
preside. 


Trust Company Division 


RESIDENT THEODORE G. SMITH, 
vice-president Central Union Trust Co., 
New York, will open the session of the 
Trust Company Division at 2 p. m., Mon- 
day, Sept. 24, in Haddon Hall and will de- 
liver the president’s annual address, which 
will be followed by the reports of the chair- 
men of ten committees of the division. 
There will follow a forum for the discus- 
sion of subjects pertaining to the mainte- 
nance and development of fiduciary business. 
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State Secretaries Section 


N Tuesday afternoon, Sept. 25, at 2.30 
p. m. William B. Hughes will open the 
session of the State Secretaries Section in 
the Clubroom of Hotel Traymore and de- 
liver his annual address. 
At the conclusion of the presentation of 
committee reports there will be a round 
table discussion. 


Savings Bank Division 


HE convention of the Savings Bank Di- 

division will also be held at 2.30 p. m., 
Tuesday, Sept. 25, but will be in Vernon 
Room, Haddon Hall. Following the annual 
address of the president, Samuel H. Beach 
of Rome, N. Y., there will be addresses as 
follows: “School Savings Banking,” by 
Thomas F. Wallace, treasurer, Farmers & 
Mechanics Savings Bank, Minneapolis, 
Minn.; “Industrial Savings Banking,” by 
Allard Smith, vice-president, Union Trust 
Company, Cleveland, Ohio; ‘Newspaper 
Advertising for Savings Deposits,” W. R. 
Morehouse, vice-president, Security Trust 
& Savings Bank, Los Angeles, Cal. 

The ensuing be led by 


discussion will 


Charles H. Deppe, vice-president, Union 


Trust Company, Cincinnati, Ohio. 


State Bank Division 


OLLOWING the address of President 

H. A. McCauley, of the State Bank Di- 
vision, in Vernon Room, Haddon Hall, at 
2.30 p. m., Wednesday, Sept. 26, there will 
be two leading addresses: 

“Co-operative Farm Marketing,” by Carl 
Williams, president, American Cotton 
Growers Exchange, Oklahoma City, Okla., 
and “Standard State Banking,’ by E. H. 
Wolcott, Bank Commissioner of Indiana 
The reports of the principal committees will 
be followed by a general discussion. 


National Bank Division 


OLLOWING the practice of last year 
the National Bank division will hold 
only one meeting, that to be Thursday, Sept. 
27, at 2.30, Vernon Room, Haddon Hall. 
The president of the division, Waldo New- 
comer, president of the National Exchange 
Bank of Baltimore, will review the work of 
the division during the year just closed. 
Another feature will be an address by 
A. E. Duncan, chairman of the board of 


Charles E. Mitchell, president, National City Bank of New York, who will deliver 


an address at the 


A. B. 


Convention 
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the Commercial Credit Company of Balti- 
more. His subject will be “Receivable Com- 
panies.” Mr. Duncan is well qualified to dis- 
course upon this topic, and at the conclusion 
of its presentation questions thereupon and 
a discussion among members, will be invited. 

The division’s executive committee will 
have its first regular meeting on Monday, 
Sept. 24, at The Traymore. Also, immedi- 
ately following the division convention on 
on Thursday afternoon, an organization 
meeting of the new executive committee will 
be held. 

The headquarters for the National Bank 
division will be the Traymore Hotel. 


Entertainment Program 


ies popularity of Atlantic City as a 
convention place springs from the fact 
that entertainment there is continuous and 
automatic. What the ordinary city has to 
spend months in doing to provide diversion 
for a convention, Atlantic City never has 
to do, for the reason that the city has been 
developed entirely on the idea of pleasure 
and entertainment. 

The tentative program of entertainment 
provides for a concert on the Steel Pier at 
8.30 o’clock, Sunday evening, Sept. 23. For 
the following days the schedule shows: 

Monday—3.30 p. m., yachting party for 
ladies, from the Atlantic City Yacht Club; 
6 p. m., subscription dinner, Association of 
Reserve City Bankers; 8.30 p. m., special 
music, orchestras of leading hotels. 

Tuesday—9.30 a. m., concert at Convention 
Auditorium; 4-5.30 p. m., reception at Had- 
don Hall for ladies; 830 p. m., Steeple 
Chase Pier party and dancing. 

Wednesday—9.30 a. m., concert in Conven- 
tion Auditorium; 4.30 p. m., drill of life 
guards at South Carolina and the Board 
Walk for ladies; 6.30 p. m., dinner to presi- 
dents and secretaries of State bankers asso- 
ciations and to incoming American bankers 
association State vice-presidents, at the Tray- 
more; 9 p. m., reception to officers and of- 
ficers elect of the American Bankers Asso- 
ciation and their wives, with dancing on the 
Steel Pier. 

Thursday—o.30 a.m., concert in’ Conven- 
tion Auditorium; 6.30 p.m., subscription 
dinner, National Alumni Association, Amer- 
ican Institute of Banking, Hotel Traymore; 
9.00 p.m., grand ball, with a Bathers’ Revue 
as a feature on Young’s Million Dollar Pier. 

Friday, an all-day golf tournament on 
links to be selected, and at 8.00 p.m. the Golf 
subscription dinner and vaudeville in Hotel 
Traymore. 


Special Trains to Atlantic City 
Chicago 


The Falltonic Special leaves Chicago via 
Pennsylvania-Broadway Limited, 11.30 a.m. 
(central time), 12.30 p.m. (Chicago time), 
Saturday, Sept. 22; arrives Atlantic City 
8.30 a.m. Sunday. 

For reservations write Harry Wilkinson, 
431 S. Dearborn Street, Chicago, III. 


Michigan 


The Michigan Special leaves Detroit via 
Pennsylvania-Metropolitan express, Fort St. 
Union Station, 1.20 p.m. (Detroit time), 
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Saturday, Sept. 22; arrives Atlantic City, 
10.10 a.m. Sunday. 

Michigan bankers will also have special 
cars from Grand Rapids, as well as Detroit. 
The train leaves Grand Rapids via Pere 
Marquette, 7.00 a.m.; arrives Detroit, 12.35 
.m. 
For reservations apply to Mrs. H. M. 
Brown, secretary Michigan Bankers Associ- 
ation, 723 Ford Building, Detroit. 


Kansas-Oklahoma 


The Kansas and Oklahoma bankers dele- 
gations will join forces at Kansas City and 
will travel on a special train from Kansas 
City to Atlantic City. The itinerary is as 
follows: 

One party of the Oklahoma bankers will 
leave Oklahoma City at 7.30 p.m. on Sept. 
20, on the A. T. & S. F. railway and will 
arrive in Kansas City at 7.45 a.m, on Sept. 
21. Another group will leave Tulsa, Okla., 
at 10.50 p.m. on the A. T. & S. F. railway 
and will arrive at Kansas City at 7.30 a.m. 
on the following day. Then the combined 
party will leave Kansas City on the special 
at 11 p.m., Sept. 21; will arrive at Chicago 
at 11 a.m., Sept. 22; leave Chicago at 4.30 
p.m. of the same day, via the Pennsylvania 
road, and are due to arrive in Atlantic City 
at 3.30 p.m., Sunday, Sept. 23. 


Missouri 


Missouri Special leaves St. Louis via 
Pennsylvania about noon, Sept. 22; arrives 
Atlantic City about 2.00 p.m. Sunday. 

Leaves Kansas City 11.20 p.m., Sept. 21; 
arrives St. Louis Sept. 22 at 7.27 a.m. 

For reservations apply to W. F. Keyser, 
secretary Missouri Bankers Association, Se- 
dalia, Mo. 

It is possible that other special cars from 
Texas, Arkansas and Indiana will be added 
to the Missouri Special. 


Nebraska 


Nebraska will join Iowa in a special train 
running through to Atlantic City. The train 
will start from Omaha over the Rock Island 
road and join other special trains at Chicago. 

For reservations write Wm. B. Hughes, 
secretary Nebraska Bankers Association, 
Omaha, Neb. 

The Indiana Bankers Association will 
have three or four special cars, which will 
be attached to the Missouri Bankers special 
train via the Pennsylvania Lines, leaving 
Indianapolis Sept. 22 at 5.45 p.m., and ar- 
riving at Atlantic City Sunday at 2.30 p.m. 

For reservations write Andrew Smith, 
secretary, 310 Odd Fellow Building, Indian- 
apolis. 


Reduced Rates 


HE attention. of members is called to 

the article appearing in the August issue 
of the JourNAL, page 104, giving informa- 
tion concerning reduced rates to Atlantic 
City for the September convention. 

A fare and one-half for the round trip on 
the identification certificate plan for delegates 
and immediate members of their families 
has been authorized. Stop-over privileges 
will be allowed at certain points going and 
returning, or both, provided passengers 
reach the original starting point not later 


than midnight of the final. return limit 
punched in tickets. In order to take advan- 
tage of the reduced fare, it is necessary that 
the trip be made going and returning via the 
same route. For detailed information, in- 
quiries should be made of your local ticket 
agent. 

Members are advised that (a) one certifi- 
cate is to be used by a delegate and the 
immediate members of his family, and mem- 
bers receiving the certificate should fill in 
the name of the delegate and those accom- 
panying him; (b) if more than one person 
will attend from a bank which is a member, 
additional certificates will be required and 
will be furnished upon application to W. G. 
Fitzwilson, secretary of The American 
Bankers Association, 110 East 42nd Street, 
New York City; and (c) round trip tickets 
require validation at Atlantic City by agents 
of the terminal lines at the depots or the 
Hotel Traymore. 


Association of BankiWomen 
oo HALL has been selected by 


the women as their official head- 
quarters, and some fifty members of the 
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Association of Bank Women are expected 
to participate actively in their convention. 

Miss Jean A. Reid, manager of the Wo- 
men’s Department, Bankers Trust Company, 
who did notable work last October in con- 
nection with the American Bankers Associ- 
ation Convention in this city has been made 
general chairman and the program is in the 
hands of Miss Bruére, assistant secretary of 
the Central Union Trust Company of New 
York. One of the features will be the pres- 
entation by each of the five regional vice- 
presidents of the Association, through se- 
lected members in her district, of such di- 
versifications in banking methods as are indi- 
vidual to that special community. As the 
Association covers such outlying States as 
Texas, North Dakota and California, there 
will be ample opportunity for interesting 
divergence. 

At the regional Kansas City conference of 
Bank Women called by Mrs. Ralph Beebe 
in the latter part of May, those women par- 
ticipating proved themselves able speakers, 
and much may be expected from this larger 
gathering. 

That the festive quality incidental to all 
such groups .is not to be neglected has been 


M. A. Traylor, president, First Trust & Savings Bank, Chicago, a speaker at the 


A: B. A. Convention 
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assured by heading the entertainment com- 
mittee with Mrs. William Lainbeer, assist- 
ant secretary of the U.S. Mortgage & Trust 
Company of New York. Requests for ad- 
vance news concerning this first general con- 
vention of banking women have come in so 
steadily that it was necessary to appoint a 
chairman of publicity that correct informa- 
tion might be given. Mrs. Key Cammack, 
assistant secretary of The New York Trust 
Company, heads that committee. 


The Convention Journal 


This year the Proceedings of the Annual 
Convention of the American Bankers Asso- 


ciation will be printed in the October Jour- 
nal instead of in the November Journal, 
as has been the practice heretofore. As the 
convention about the time that the 
Journal usually goes to press, the October 
Journal will necessarily be issued a few days 
later than the prescribed date. 

As is the practice, the Journal will cover 
the convention fully in all departments and 
sessions. 


closes 


Banker’s 101st Birthday 


John A. Stewart, chairman of the trustees 
of United States Trust Company, on Aug. 
26, last, celebrated his 1o1st birthday at his 


William A. Scott, director, School of Commerce, University of Wisconsin, a speaker 
at the A. B. A. Convention 
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home near Morristown, N. J. Mr. Stewart 
was financial adviser to Abraham Lincoln 
during the Civil War, and during the Cleve- 
land administration, when the country’s gold 
reserve was depleted. Mr. Stewart rendered 
very valuable services to the Government in 
this emergency. 


Ex-President Hardy 


Caldwell Hardy, president of the Norfolk 
(Va.) National Bank, chairman of the board 
and Federal reserve agent of the fifth district 
of the Federal Reserve Bank, Richmond, 
Va., died suddenly while riding in an auto- 
mobile at Norfolk on Aug. 26. Mr. Hardy 
was president of the American Bankers As- 
sociation in 1902. 


Pennsylvania Leads 


VERY organization has its builders, 
earnest workers who—prompted by a 
spirit of loyalty, and prompted also by a 
desire that every qualified person or institu- 
tion shall get the benefits which organiza- 
tion confers—give generously of their time 
to building up by securing new memberships. 
The American Bankers Association has 
always had many such builders throughout 
its existence, men who have worked for the 
love of it without hope or expectation of 
reward. This year’s group is headed by 
Tom J. Hartman, President Producers 
National Bank, Tulsa, Okla., Chairman of 
the Committee on Membership. An ex- 
ample of the work accomplished is found 
in the State of Pennsylvania which, largely 
through the efforts of Harry J. Haas, vice- 
president of the First National Bank of 
Philadelphia, now leads the states in mem- 
bership in this association. 

In the last four years, the Committee 
for Pennsylvania has increased the mem- 
bership for banks in that state by over 200. 
Pennsylvania now has a membership of 
1319—an increase of 102 over November 
30, 1922. 


Survey of China 


* economic survey of China has been 
issued in book form by the Commerce 
and Marine Commission of the Association 
and is now obtainable without charge by 
members of the Association. The booklet 
attempts to exhibit a balanced statement of 
the outstanding factors of China’s present 
day economic life and to indicate the most 
probable developments of the immediate fu- 
ture, particularly with reference to Ameri- 
can interests. 

An idea of the scope of the work may be 
gleaned from a partial list of sub-titles. 
Among them are agricultural resources, 
mineral resources, industrial development, 
labor conditions, transportation, foreign 
trade, foreign rights and interests, and a 
brief but thorough discussion of China’s 
present financial situation. Documents and 
publications collected by the Department of 
Commerce constitute the source of a great 
part of the material and it is reliable in every 
detail. 
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We Fixed a Wheat Price 


By GEORGE E. ROBERTS 


Vice-President National City Bank, New York 


A g itation Over Wheat Springs from a Lack of Understand- 
Illustrated by a Senator’s State- 
Findings of Federal Trade Commission on Alleged 
If the Price Had Been Held at $3. 


ing of Our Economic System. 


ment. 


Conspiracy to Deflate. 


AN you wonder,” a Senator of 

the United States from the Mid- 

dle West is quoted as asking, 

“that the producers of the Middle 
West are getting impatient with an eco- 
nomic system that apparently insists that 
food be sold for less than cost?” 

This inquiry may be paraphrased by ask- 
ing if anyone need wonder that widespread 
misunderstanding of the existing economic 
system prevails when men of high official 
stations, presumably qualified to know what 
they are talking about, indulge in utterances 
like that ? 

The economic system of this country does 
not “insist that food shall be sold for less 
than cost.” The fundamental feature of this 
system is individual liberty, with freedom 
for everyone to produce whatever he wants 
to and get for it whatever other people will 
give freely in exchange. 

The existing economic system is under 
attack from many quarters, but its most 
dangerous assailants are those who, while 
professing to favor no radical changes, are 
constantly undermining it by charging it 
with responsibilities that do not belong to it 
and by advocating departures that would 
violate its fundamental principles. The es- 
sential difference between the present sys- 
tem and Communism is that the present sys- 
tem is based upon individual freedom and 
responsibility, while Communism seeks to 
establish a central authority to regulate pro- 
duction, prices and individual activities. 
Price regulation inevitably requires regula- 
tion of production, which involves exercise 
of authority over the producers, and by the 
time the system is complete there is no room 
for individual initiative, ambition, or judg- 
ment, and practically no range for the free 
development of individual life and char- 
acter. Do the American people want a few 
men at the seat of government to do all their 
thinking for them, telling all the rest what 
they shall do and upon what terms prod- 
ucts and services shall be exchanged? That 
is the price-fixing system rounded out to 
completion. Price-fixing cannot be logically 
or practically adopted for special purposes 
or for the benefit of special groups, in order 
that certain ones shall receive and certain 
others pay. Governments must treat all 
groups and classes alike—prices are all re- 
lated to each other; the value of what 
each person has for sale depends at last upon 
what it will bring in other things; hence, if 
the Government is to meddle with prices at 
all, it is under obligations to see that justice 
is done by a complete adjustment of all 


prices to each other, a task beyond the 
capacity of any government. 


State of Balance 


U NDER the existing system the popula- 
tion distributes itself in the various 
industries and occupations according to in- 
dividual choice, but influenced largely by 
the prices or rates of compensation ruling 
for the different commodities and services. 
The individual is free to respond to the 
various inducements as they may appeal to 
him, and the public, through its purchases, 
determines the flow of labor into the several 
lines. of production. It is an unregulated 
system in the sense of being without arbi- 
trary control, but the tendency naturally is 
for the system to seek an equilibrium or, in 
other words, a state of balance, in which 
remuneration will be approximately equal- 
ized, subject to allowances for skill, ex- 
perience, character of occupation, etc. 

The great superiority of this system over 
a system of governmental regulation is in the 
freedom and stimulus afforded to individual 
life. After all, what is it that gives zest and 
meaning to life? It is true that the serfs 
and retainers of the feudal system were as- 
sured food, clothing and shelter; they had to 
do only what the master said; but they had 
a poor return for the surrender of indi- 
vidual liberty. The greatest thing we can 
have in life is liberty, but responsibility 
goes with it; there is no separating them. 


United States 
Acreage 


Average 1909-13 
Average 1914-18 


63,696,000 
61,230,000 


*Latest official estimates. 


Our economic system is built upon liberty 
and responsibility. This is the fundamental 
principle by which our policies should be 
guided unless we want to change from in- 
dividualism to communism. 

If as individuals we wish to manage our 
own affairs; if we want the privilege of 
choosing our occupations, of finding our 
own way of being useful in the community ; 
if we wish to exercise our own judgment of 
what we shall offer on the market, we must 
expect to adapt ourselves to the needs and 
wants of the community. Prices and wages 
are the means by which we are notified as 
to community wants. They constitute an 
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automatic system by which; without the ex- 
ercise of arbitrary authority, with no en- 
croachment upon individual liberty, labor is 
shifted from the lines in which there is less 
need for it into lines in which there is more 
need for it. 


Fixing Wheat Prices 


present agitation for price-fixing is 
in behalf of wheat. Let us look at the 
main features of the wheat situation. The 
principal countries importing wheat are those 
of western Europe, and before the war an 
important share of their supplies came from 
Russia and the Balkan countries. About 
200,000,000 bushels annually were exported 
by these countries. These supplies were cut 
off in the first year of the war, with the 
result that the price of wheat rose rapidly 
in western Europe and in all the producing 
countries free to reach that market. Under 
this influence the acreage of wheat was en- 
larged, not only in the United States but 
in other countries, and particularly in Can- 
ada, where a great opportunity for expan- 
sion existed in the prairie provinces. 

The increased acreage and production of 
wheat in the United States and Canada un- 
der the stimulus of the war prices are 
shown by the following table, which gives 
the average of each country in the five years, 
preceding the war, average for the five years, 
1914-18, actual figures for 1919, 1920, 1921, 
and latest estimates for 1923: 


Canada 
Production 
197,119,000 


Production 
686,694,000 
823,446,000 
967,979,000 
833,027,000 
794,893,000 
856,211,000 
793,083,000 


Acreage 

9,945,000 
13,783,000 
19,125,000 
18,232,000 
23,261,000 
22,631,000 


300,858,000 
400,000,000 
383,000,000 


It will be seen that the increase in Cana- 
dian production alone approximately equals 
the entire annual exports from Russia and 
the Balkan countries before the war. 

The average production of the five lead- 
ing exporting countries outside of Russia 
for the five years ending with 1913 and for 
1922 was as follows: 


Avge. 1909-13 
157,347,000 
84,943,000 
197,119,000 
349,919,000 
690,109,000 


1,479,437,000 


1922 
215,320,000 
105,000,000 
400,000,000 
366,352,000 
856,211,000 


1,942,883,000 
463,446,000 


Argentina 
Australia 


47,097,000 
| 
United States ....... 
|| 
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This shows an increase in these countries 
more than double the former exports of 
Russia and the Balkan countries. The aver- 
age acreage in wheat in these five countries 
for the period 1909-13 was 108,682,000, for 
the peak of the war period was 141,626,000, 
and for 1923, 136,795,000. 

It appears, therefore, that there is no 
mystery about the low price of wheat this 
year, especially when it is considered that 
the buying power of the importing coun- 
tries has been below par, forcing them to 
resort to cheaper foods than wheat. More- 
over, the situation as to wheat has been ad- 
vertised as rather worse than the facts war- 
ranted. The carryover in this country has 
been exaggerated. The July reports of the 
Canadian crop represented one of 500,000,- 
000 bushels, and reports have been current 
that Russia might make indefinitely large ex- 
ports. Under all this it is not strange that 
support for the market has been lacking. 
There has been no profit in carrying grain 
from harvest time to the end of the crop 
year in any year since 1920, 


Grain Trade Investigation 


* is pertinent at this point to call atten- 
tion to the recently issued Report of the 
Federal Trade Commission giving the re- 
sults of an investigation of the grain trade, 
made in response to a Senate resolution in- 
troduced some two years ago by Senator 
Ladd of North Dakota. It covers the course 
of tle wheat market from July 15, 1920, to 
May 31, 1922, and its principal finding is set 
forth as follows: 


In order to ascertain what effect the operations 
of large speculators and cash grain dealers who 
hedged their mercantile transactions, had on the 
prices of wheat, the Commission secured the daily 
trades in wheat futures on the Chicago Board of 
Trade of twelve such speculators and nine such 
hedgers for the period July 15, 1920, to May 31, 
1922. A number of these traders, moreover, gave 
detailed testimony concerning their operations. 

From the information thus obtained, and from 
other pertinent data, the Commission concludes 
that while speculation frequently caused injurious 
aberrations in wheat prices, the extensive decline 
in prices of the contract grade of wheat at Chicago 
from an average of about $2.85 per bushel on 
July 17, 1920, to a fraction over $1.00 per bushel 
on September 14, 1922, was due mainly to other 
factors, including supply and demand, rather than 
to speculation or manipulation. 


The heavy decline in wheat prices from July 
to December, 1920, occurred in a period of com- 
paratively light futures trading in which some of 
the largest speculators were on the “long” side 
(i.e., anticipating a price advance) until about 
October, but thereafter generally on the “short” 
side (i.e., anticipating a price decline). 

On the other hand, the advance of about 60 
cents per bushel in May, 1921, wheat futures was 
due to a so-called “natural corner,” caused largely 
by a New York exporter standing for delivery 
on his future hedging contracts of about 2,000,000 
bushels of wheat, which was more than could be 
delivered in Chicago before the close of the month. 

The large increase of about 40 cents per bushel 
in May, 1922, wheat futures during January and 
February, 1922, resulted chiefly from a wave of 
speculative buying. 

The case of the May, 1921, wheat squeeze men- 
tioned above indicates also that a hedger, under 
certain conditions, may cause an abnormal price 
movement of the market quite as extensive as that 
of a speculator, and that there are less violent 
price fluctuations on the Chicago Board of Trade 
when it is used purely as a speculative institution 
than when used as a market for obtaining cash 
wheat, because if so used a squeeze or corner 
may occur. 


While the evidence is clear that speculation dur- 
ing this period resulted, in various instances, in 
roducing artificial price changes in the wheat 
utures market, the speculators, whose trades were 
obtained, pursued quite diverse buying and selling 
policies, although their net position taken. as a 
group--indicates that they were usually on the 
profitable: side in different turns of the market. 
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Three Dollar Wheat 


Fiano is nothing in the findings to sup- 
port the opinion often expressed that 
wheat prices were deflated by conspiracy. 
On the contrary, when the entire situation 


Effects of Fixing 


“If the United States Gov- 
ernment should undertake to 
fix the price of wheat to 
domestic consumers at $1.75 
per bushel, as proposed in a 
bill introduced in the Senate 
at the last session, and which 
no doubt will be reintro- 
duced, the effect would be to 
shut off exports from this 
country until all other sup- 
plies were exhausted; more- 
over, production in other 
countries would be soon in- 
creased to such an extent 
that no supplies from this 
country would be required 
in world trade. 

“Even within this country 
consumption would be par- 
tially shifted to other food- 
stuffs, unless price-fixing was 
extended to them. More- 
over, with wheat bringing 
$1.75 per bushel, it would 
pay better than some of the 
other crops unless price-fix- 
ing was extended to them; 
hence the _ production of 
wheat would increase, while 
consumption fell off, and the 
Government would have to 
buy and store a growing sur- 
plus until the policy was 
abandoned. 

“At $1.75 per bushel in our 
principal markets the pres- 
ent import duty of 30c per 
bushel would not long pre- 
vent foreign wheat from 
coming in, and the writer is 
willing to go on record as 
predicting that a duty of 30 
cents per bushel could not 
be maintained on wheat once 
it was clearly manifest that 
the duty was added to the 
price of bread. The popu- 
lous cities in the doubtful 
states would beat any politi- 
cal party that stood for such 
a tax on bread. Any scheme 
for maintaining wheat ut a 
price materially above that 
prevailing in outside markets 
would be artificial, uneco- 
nomic and would soon break 
down.”—George E. Roberts. 
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is reviewed it is evident that the course of 
the market was inevitable, and that the talk 
of maintaining wheat at $3 per bushel was 
without adequate knowledge of world con- 
ditions. If it had been possible to maintain 
wheat for a time at any such price, produc- 
tion would have increased until a collapse 
worse than the one experienced would have 
occurred, 

The economic system functioned natu- 
rally and helpfully in bringing about an in- 
creased production outside of Europe during 
the war, and it has been functioning natu- 
rally in the decline of prices as production 
has recovered in Europe, while remaining 
at a high rate outside. The wise policy for 
meeting low prices is not that of attempting 
to advance them by artificial means but jn 
adapting production accordingly. In no other 
way can a permanent basis be reached. 

If the United States Government should 
undertake to fix the price of wheat to do- 
mestic producers at $1.75 per bushel, as pro- 
posed in a bill introduced in the Senate at 
the last session, and which no doubt will be 
re-introduced, the effect would be to shut 
off exports from this country until all other 
supplies were exhausted; moreover, produc- 
tion in other countries would be soon in- 
creased to such an extent that no supplies 
from this country would be required in 
world trade. Even within this country con- 
sumption would be partially shifted to other 
food stuffs, unless price-fixing was extended 
to them. Moreover, with wheat bringing 
$1.75 per bushel it would pay better than 
some of the other crops, unless price-fixing 
extended to them; hence the production of 
wheat would increase while consumption fell 
off and the Government would ‘have to buy 
and store a growing surplus until the policy 
was abandoned. At $1.75 per bushel in our 
principal markets, the present import duty 
of 30 cents per bushel would not long pre- 
vent foreign wheat from coming in, and the 
writer is willing to go on record as predict- 
ing that a duty of 30 cents per bushel could 
not be maintained on wheat once it was 
clearly manifest that the duty was added to 
the price of bread. The populous cities in 
the doubtful States would beat any political 
party that stood for such a tax on bread. 
Any scheme for maintaining wheat at a 
price materially above that prevailing in out- 
side markets would be artificial, uneconomic 
and would soon break down. 


The Pooling Proposition 


§ Bie plan of the American Farm Bureau 
Federation for pooling 200,000,000 bush- 
els of wheat and withdrawing it from mar- 
ket is not so objectionable as Government 


price-fixing, because the owners of the 
wheat would carry the risk, and inasmuch 
as they would include a large number of 
wheat growers, this action would be likely 
to reduce the acreage in wheat next year, 
which would tend to support the price. The 
mere withdrawal temporarily of 200,000,000 
bushels would be of little value of itself in 
stabilizing the price, for the wheat would 
be in sight and enter into all calculations. 
Only a prospect that future crops will be 
reduced to make room for this hoarded 
stock will have the desired effect on the 
price, 
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If the price of wheat is allowed to find 
its natural level, production will soon be 
naturally adjusted to the demand, at a figure 
fairly remunerative to those best situated 
for producing it. All lands and localities 
are not alike adapted to growing wheat. 
One-crop agriculture is generally uneco- 
nomic, and wheat as a single crop, upon 
which the work is almost wholly done by 
machinery and in a very limited amount 
of time, is especially so. The cost of wheat 
is largely dependent upon the yield per acre 
and upon how the farmer employs his time 
when it is not required for the wheat crop, 
and these conditions require diversified 
farming. The time has gone by for wheat- 
growing to be the sole industry of States. 

The farmers have had an illuminating ex- 
perience in the past year with the prices of 
corn and hogs. As every farmer knows, 
there is a close natural relationship be- 
tween the two. In 1921 and 1922 the sup- 
plies of corn were large and hogs insuff- 
cient, with the result that corn was cheap 
and hogs were high priced. A great many 
farmers thought then that the Government 
should buy corn at a “fair” price and store 
it. The trouble was that corn and hogs were 
out of balance, a situation which nobody but 
the farmers could set right. The Govern- 
ment could not regulate the production of 
corn and hogs, and if it had proceeded to 
fix the price of corn at a profitable figure 
there would have been little or no induce- 
ment for the farmers to exert themselves 
in the matter. The natural trend of prices 
for corn and hogs exerted the required pres- 
sure to correct the situation. That they 
have slightly overdone it, so that hogs are 
now cheap as compared with corn, does not 
weaken the argument. The task of adjust- 
ing the production of corn and other kinds 
of feed to the production of live stock, 
and of producing all the crops in due pro- 
portions to the wants of the market, is a 
task for the farmers rather than for the 
Government. Market prices, if free from 
artificial control, reflect consumption needs, 
which is the only reliable guide for pro- 
ducers. For the Government to arbitrarily 
fix prices would confuse the whole situation. 


Farmer But One Factor 


HE farmer is but one factor in the in- 

dustrial organization by which our wants 
are supplied. He is a very important factor, 
but his relation to the organization is a free 
and voluntary one, and he must expect to 
be governed by the same conditions that 
apply to all other factors. Everybody is 
under the necessity of adapting himself to 
the market. He must produce something 
or offer some service that the public wants 
and at a price that the public is willing to 
pay. When a man educates himself to be 
a lawyer, a doctor, a dentist or an engineer 
he accepts this condition. If he cannot make 
a living at his profession on these terms 
he must find something else to do. If he be- 
comes a merchant or a manufacturer he is 
subject to this unvarying condition. The 
public buys of him only as it is pleased to 
do so, and never if it can be equally well 
served at lower cost elsewhere. This con- 
dition exerts constant pressure upon every- 
body to study his job, keep himself up to 
date, and render the best possible service. 
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The farmer has no claim to exemption from 
this condition, and exemption could not pos- 
sibly be permanent. If the war required 
a larger acreage in wheat in this country 
during the war, it was his job to provide it, 
and if post-war conditions require different 
planning, the more promptly he adjusts his 
arrangements the better it will be for him. 

All business in the last analysis consists 
of an exchange of products and services; a 
state of prosperity exists when all of the 
industries and occupations are in proper bal- 
ance to each other, so that the exchanges 
are readily made. The importance of having 
the production of corn properly related to 
the production of hogs and other live stock 
illustrates the necessity that exists for main- 
taining the equilibrium throughout the en- 
tire industrial system. Demoralization fol- 
lows wherever the equilibrium is disturbed. 
It is the business of everybody to direct his 


129 


own individual activities with a view to 
maintaining the equilibrium. 


Group Organization 


HE theory of group organization and 
group loyalty, under which the people 

in each line of industry would act together 
to control production and prices, setting off 
their interests as independent of or antago- 
nistic to the interests of the rest of the com- 
munity is fundamentally wrong. The com- 
munity cannot be divided up into water- 
tight compartments in this manner without 
losing the power to make the adjustments 
required to maintain the equilibrium. The 
great organization, which includes all 
groups, must have flexibility, and this re- 
quires individual freedom, with free move- 
ment from one line of activity to another. 
It is true that in any occupation there are 
many who cannot change to another with- 


GEORGE E, ROBERTS 


Vice-President of National City Bank, New York, author of accompanying article 
on wheat, will be one of the speakers at the A. B. A. Convention in Atlantic City. 
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out losses too serious to be readily accepted, 
but as a rule only a few need change in 
order to restore the equilibrium, and those 
who can do it at the least cost or incon- 
venience naturally will be the ones to do so. 
There is an army of young workers always 
entering the field, just making their choice 
of an occupation. They are naturally at- 
tracted to the lines that offer the best re- 
turns and their choice will usually suffice to 
preserve the balance. 

It is strange that so many people should 
deplore the movement of population from 
the farms to the cities at the very time when 
they are protesting against the relatively 
low compensation of the farm workers. It 
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is entirely normal to have a movement from 
low-paid to high-paid employment, the nat- 
ural method by which the balance is restored. 
Of course, everybody should not think of 
joining the movement, and everybody will 
not; only those who can most easily make 
the change should do so, and presumably 
these are the ones who are doing so. Let 
them go. 

And so, if too much wheat is being grown, 
and if there is reason to believe that coun- 
tries with cheaper lands and fresher soils, 
and not so well suited to diversified agri- 
culture, can grow wheat at lower cost than 
the farmers of the United States, the wise 
policy is for the latter to modify their op- 
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erations accordingly. Wheat always has been 
the favorite crop of new countries and of 
regions where conditions are unsuited for 
diversified farming. The farmers of the 
United States should take advantage of their 
superior conditions, and at least reduce wheat 
from the position of a single crop or the 
main dependence, to a place in crop-rota- 
tation. By so doing they will preserve th 
fertility of their farms, increase the yield 
per acre and develop a stability of income 
which never can be attained under the one- 
crop system. Moreover, they will have 
demonstrated anew that the way to success 
is by individual effort and judgment and not 
by governmental aid. 


Why One Market Does Not Grow 


get a helpful interpretation of 

changes occurring at home. One 
effect of the transition of a large part of 
the population of the United States from 
the open places to the industrial centers is 
given in a report made by Charles J. Brand, 
consulting specialist in marketing, of investi- 
gations he made in Europe for the United 
States Department of Agriculture. His 
findings show how—in the market for fresh 
meat—our industrial trend is affecting our 
exporting prospects; they show how the 
high cost of production places us at a 
disadvantage compared with other countries 
still in the pioneer stage. 

In discussing “the outlook for America in 
the British fresh meat market,” Mr. Brand 
says: 

“America’s efficiency in swine production 

will for many years continue her importance 
as an exporter of pork and pork products. 
Our average shipments to the United King- 
dom for the five-year period from 1910 to 
1914 was about 450,000,000 Ibs. In 1919 we 
shipped 1,369,000,000 Ibs., while for the fiscal 
year ended June 30, 1922, we shipped 676,- 
000,000 Ibs. With the rehabilitation of 
agriculture in Europe these figures will be 
subject to gradual modification. 
. “As to mutton, little need be said. Arti- 
ficial refrigeration and the operation of 
economic forces will see to it that New 
Zealand and Australia and Argentina supply 
the need. 

“As we have only 325 sheep per thousand 
of population while the United Kingdom 
has 511, it might on the face of it seem 
more likely that we would import from 
thence. 


No Longer Look to Us 


one must go abroad to 


6¢ AS to beef, the British market no longer 
looks to America for any notable 


supplies of fresh meat. Domestic beef pro- 
duction in the United Kingdom is a rela- 
tively stable proposition. As grain prices 
go up lands devoted to pasture tend to 
decrease and home production of beef and 
mutton to decrease. As grain prices go 
down—and they are now not compensatory 
—more land comes into grass with a concur- 
rent increase in beef and mutton production. 

“Neither of these oscillations as they oc- 
cur will result in a large modification of 


supplies, considered from the standpoint of 
the total quantity needed. They will, never- 
theless, have a profound effect on competi- 
tive prices of imported meats. 

“The meat trade of Great Britain is fully 
convinced that the trend of the future will 
be for a greater and greater production in 
the Argentina which will overshadow every 
other source of supply in the world. Next 
in importance as to the future will be the 
development of additional supplies from 
Australia and New Zealand. South Africa, 
it is believed, will show some increase as 
time goes on but not enough to play an 
important role in world commerce. Brazil, 
with great latent possibilities, will increase 
but always remain of less importance than 


its potentialities warrant, chiefly by reason 
of disease and the enormous difficulties of 
efficient production under tropical conditions. 

“Many factors will affect the relation of 
the United States to the problem, The 
most important, perhaps, is the relatively 
high cost of production here compared with 
countries now in the pioneer stage. Other 
factors which demand consideration are the 
mutation of America from a predominant- 
ly agricultural to a predominantly industrial 
nation, the decrease in the number of beef 
cattle relative to population, the high pur- 
chasing power of its people, more efficient 
beef production methods that will constant- 
ly come into use, the growth of the dairy 
industry and many others. 


Recently appointed officials of the Department of Commerce. Left to right: Robert 
J. Phillips of Brooklyn, New York, who becomes a trade commissioner to be sta- 
tioned at Shanghai, China; Arthur S. Hillyer of Middlesex, Mass., who was recently 


appointed Chief of the Division of Commercial Intelligence. 


This service is for 


American exporters, and Mr. Hillyer’s office contains more than 100,000 detailed 

reports on the merchants of the world; J. Allen Palmer of Chicago, appointed assist- 

ant trade commissioner to Rome, and Charles C. Concannon of New York, who has 
been made Chief of the Chemical Division. 
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Raw Materials in Peace and War 


By EDWARD MEAD EARLE, PH. D. 


Assistant Professor of History, Columbia University 


Uninterrupted Distribution of Essential Raw Materials a 


Pressing Problem. 


Economic Paralysis May Afflict a Nation 


Through Circumstances Beyond Its Control. The Plight of the 


Lancashire Cotton Manufacturers. 


CONOMIC paralysis may afflict a 

great industrial nation because of 

circumstances which may be en- 

tirely beyond its control. The pres- 
ent plight of Great Britain, arising out of 
the disturbed situation in Europe and the 
loss of her markets on the Continent, 1s 
but a repetition of similar incidents in her 
history. Lancashire cotton manufacturers 
and mill operators, for example, had no 
voice in the discussion of slavery and seces- 
sion in the United States, and yet the bur- 
den of the American Civil War fell almost 
as heavily upon them as it did upon the 
plantation owners of the South and the tax- 
payers of the North. 

Inability to obtain cotton from the Ameri- 
can market because of the blockade com- 
pelled an almost complete cessation of work 
in the textile industries, with the attendant 
miseries of unemployment and general in- 
dustrial stagnation. The fortitude with 
which the heroic British workers bore their 
suffering did not obscure from British in- 
dustrialists and the British Government the 
character of the problem which the Ameri- 
can Civil War had raised for them—the 
problem of providing a supply of raw cot- 
ton which would be independent of the 
political fortunes of other states and which, 
in time of war, could be protected by the 
power of the British fleet. Their answer 
was the cultivation of cotton in India and 
in Egypt, the former a British possession 
and the latter soon to become a part of the 
British Empire. History offers no more strik- 
ing illustration of the vital rdle which raw 
materials have come to play in international 
politics, 


It Is Unchanged 


HE problem of assuring to every in- 

dustrial nation a fair and uninterrupted 
distribution of essential raw materials is 
no less pressing today than it was fifty 
years ago. Signor Tomaso Tittoni, Italian 
representative in the League of Nations, 
has characterized it as “the most difficult 
and yet the most vital of present-day prob- 
lems—one which is peculiarly international in 
its aspects.” The problem has been dis- 
cussed by the Raw Materials Committee of 
the Paris Conference, in 1919; by the Inter- 
national Socialist Committee at Geneva, in 
1920; and by the International Chamber of 
Commerce at Paris, London and Rome, 1921- 
1923. A sub-committee of the Economic 
and Financial Committee of the League 
of Nations has been conducting an inves- 
tigation, under the supervision of the 


Supreme Council, into the factors which 
interfere with the free distribution of raw 
materials and foodstuffs throughout the 
world. The widespread interest thus mani- 
fested by statesmen and workers and finan- 
ciers is commensurate with the importance 
of the question. 


An International Problem 


AW materials constitute an international 

problem because of two fundamental 
causes, the first due to the enormous demand 
for the commodities essential to the opera- 
tion of the world’s industries, the second 
originating in the limited supply of the 
world’s natural resources. It requires few 
words to discuss the constantly increasing 
demand for raw materials during the last 
half-century. The rapid extension of ma- 
chine production to all phases of industrial 
activity and the remarkable improvement in 
power appliances have increased enormously 
the need for such commodities as cotton, 
coal and iron. In addition, the development 
of new technical processes of all sorts has 
brought into the limelight other raw mate- 
rials which a century ago played either no 
part, or a relatively unimportant part, in 
industry. Among these should be mentioned 
copper (for electrical machinery), rubber 
(for purposes too numerous to mention), 
nitrates (for fertilizers and explosives), 
petroleum (for fuel and lubricants), and 
emery (for abrasives). 

On the side of supply, however, the raw 
materials question requires more complete 
discussion. A century ago Thomas Malthus, 
one of the “classical” economists, set forth 
his famous law of population, affirming that 
population was increasing faster than the 
food supply and that natural processes— 
such as war, famine and pestilence—would 
be required from time to time to effect a 
readjustment. Similarly, many thoughtful 
economists are now considering the possi- 
bility that industry may outrun its food 
supplies—for raw materials are the food- 
stuffs of machines and factories—and that 
industrial crises, unemployment and _ eco- 
nomic wars may be the result. Although 
Malthus was wrong about the world’s food 
supply, there are indications that modern 
economists may be more nearly correct in 
believing that the world’s supplies of raw 
materials may not be adequate to support 
the demands of its rapidly growing indus- 
trial organism. 

Certain raw materials, notably metals and 
coal and oil, are exhaustible in supply and 
non-reproducible. Others are reproducible, 
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We Cannot Be Indifferent. 


but are subject to geographical conditions 
which curtail the possibilities of reproduc- 
tion; rubber and cotton, for example, can 
be grown only in tropical or sub-tropical 
regions, Others are temporarily inacces- 
sible because of lack of transportation facili- 
ties; among these may be mentioned the 
copper resources of the Arghana-Maden 
region of Asia Minor. Still others are 
monopolistically controlled and are subject 
to artificial and arbitrary curtailment of 
production; this, it is said, is the case in 
the nitrates trade. In short, the industrial- 
ists of any particular country have reason 
to fear that the supply of essential raw 
materials is insecure. And economic inse- 
curity may be as much a cause for inter- 
national disturbance as the French feeling 
of political insecurity along the Rhine. 


Raw Materials in War 


lean Great War complicated, rather than 
simplified, the problem of economic in- 
security. Military mobilization had no 
sooner taken place than the importance of 
raw materials, to belligerents and neutrals 
alike, became additionally significant. The 
German and Russian textile industries, for 
example, were ruined because of their in- 
ability to obtain adequate quantities of raw 
cotton. Interruption of dye shipments from 
Germany to the United States caused seri- 
ous dislocation in American industry. The 
blockade of the Continent by the Allies 
classified essential raw materials as con- 
traband and was extended to include all 
such materials which might find their way 
from neutral states into Germany. These 
measures fell with a heavy hand upon Italy, 
which was absolutely dependent upon the 
outside world for raw materials, and it 
has been suggested that Italy entered the 
war not only to achieve certain political 
aims, but to lift the blockage which threat- 
ened her with economic disaster. In the 
end, the starvation of German industry was 
as effective as the starvation of the Ger- 
man population in bringing about the even- 
tual collapse of the Central Powers. The 
Great War seemed to demonstrate that only 
an economically self-sufficient nation can 
hope to win ultimate victory in a great 
military struggle. Raw materials are not 
only essentials of industry and commerce; 
they are the sinews of war. 

Another set of complications which oc- 
curred as a result of the World War should 
likewise be emphasized. The great demand 
for commodities essential to the manufac- 
ture of munitions led the belligerent gov- 


132 


ernments to regulate the distribution of 
those commodities by licenses, export taxes, 
rationing, priorities, limitations and pro- 
hibitions upon exports and other similar 
measures. These measures, justihable 
though they undoubtedly were during the 
actual per.od of the war, in many cases 
survived the armistice and became thorns 
in the sides of producers tie world over. 
In some cases the Allied Governmen.s still 
maintain which originated in 
war-time necessity, as, for example, the 
Anglo-Australian-New Zealand control of the 
phosphate deposits of the island of Naru, 
taken from Germany during the first year 
of the war. Speculation and monopolization 
by priva.e interests were common occur- 
rences in the raw materials’ markets, both 
during the war and after the armistice. 
All of these difficulties were further aug- 
mented by fluctuations in exchange rates 
which materially reduced the purchasing 


monopolies 
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power, for example, of Russia, Poland, Ger- 
many and Italy. Raw materials which are 
not accessible—whether because of govern- 
mental restrictions, or private speculation, 
or depreciated exchanges—might as weil be 
ncn-existent. 


Cannot Be Indifferent 


HE raw materials problem is not, and 

cannot be, one of indifference to the 
American people. Before the outbreak of 
the Great War, the United States could 
have claimed to be as nearly self-sufficient 
as any nation in the world. We had never 
been denied free access to the raw materials 
of the world; and even had we been, our 
economic security would not have been se- 
riously threatened. Since 1913, however, 
raw materials have come to play an increas- 
ingly important part in our import trade. 
To some extent this may be attributed to 


The president of the American Cotton Growers Exchange, Carl Williams, is among 
the speakers at the A. B. A. Convention 
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the growth of our general foreign trade and 
to the extension of our foreign investments: 
we are partially paid in raw materials for 
our exports of goods and our exports of 
capital. And the industrial development 
of the United States has been so phenomenal 
during the past decade that interference 
with the flow of certain of these raw mate- 
rials would precipitate serious economic 
crises. 

Rubber furnishes an interesting jllustra- 
tion of American dependence upon the out- 
side world for raw materials. Although 
American factories consume 75 per cent of 
all the crude rubber produced in the world, 
almost none is produced in continental United 
States and its dependencies, and only 3 per 
cent is in the control of American capital- 
ists. This is a source of great annoyance 
to certain American manufacturers of rub- 
ber—notably Mr. Harvey Firestone—and to 
the Department of Commerce, It is con- 
tended that this situation is perilous, first, 
because in time of war the American rub- 
ber industry would be placed at the mercy 
of the British and Dutch Governments, with- 
in whose territory is produced about four- 
fifths of the world’s rubber supply; sec- 
ond, because Great Britain or Japan, at 
some time or other, might menace Ameri- 
can communications with the Far East, from 
which crude rubber is chiefly obtained ; third, 
because excessive or discriminatory duties 
may be levied by the British and Dutch Gov- 
ernments on exports of rubber, thus work- 
ing great hardship on American industry, 
finally, because the concentration of rubber 
production in one geographical area of the 
world would be disastrous in the event of a 
blight destroying the plants. Other authori- 
ties, on the other hand, point out that the 
foreign governments controlling the world’s 
rubber supply have never discriminated 
against buyers from the United States. Mr. 
H. Stuart Hotchkiss, vice-president of the 
United States Rubber Company, for exam- 
ple, believes that the rubber situation will 
adjust itself through normal economic proc- 
esses, and that war-time demands can be 
taken care of by laying by a fair surplus 
above current needs. 


Petroleum 


HE instance of petroleum is hardly less 
striking, for, although American capital 
controls about 80 per cent of the world’s 
output, our resources are said to be insuffi- 
cient to satisfy the demands of our home 
market. The development of industry, the 
increasing use of machinery and the gaso- 
line engine, and the utilization of fuel oil 
as a supplement to coal supply have made 
it apparent, according to Mr. Bedford of the 
Standard Oil Company of New Jersey, “that 
the problem of oil is no longer a question 
of finding markets; it is a problem of ob- 
taining adequate supplies.” Sir John Cad- 
man, His Britannic Majesty’s Minister of 
Petroleum, has pointed out that the per 
capita consumption of petroleum in the 
United States is twenty times that of Great 
Britain, and that, consequently, “any short- 
age in the supply of oil must derange 
the American scheme of existence to an 
extent unparalleled elsewhere.” 
Other illustrations could be drawn by ref- 
erence to the world’s supplies of, and the 
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American needs for, nitrates, jute, chrome, 
manganese, silk and flax. 

The American Government has been ac- 
tive in promoting what it believes to be 
the welfare of its nationals in these cir- 
cumstances. The Department of State has 
protested diligently against discriminatory 
treatment of American business men in the 
development of the backward areas of the 
world, particularly in the exploitation of 
the oil resources of Mesopotamia. The De- 
partment of Commerce, under the energetic 
leadership of Mr. Hoover, has been carry- 
ing on elaborate commercial intelligence 
work with a view to securing to American 
enterprise a fair share of the world’s nat- 
ural wealth. The Department of the Interior 
attempted, in the Roxana Petroleum Case, 
to limit the investment of foreign capital 
in the exploitation of American mineral 
resources, These activities of our gov- 
ernmental agencies indicate clearly that al- 
ready our foreign policies have been af- 
fected by the new economic situation in 
which we find ourselves. 


Groping in the Dark 


A® yet, however, our national policy as 
regards raw materials, foreign markets, 
and investments of capital abroad has been 
a policy of groping in the dark. There 
is full realization, of course, that in eco- 
nomic matters a policy of “splendid isola- 
tion” is archaic. But no intelligent program 
appears to have been thought through to 
its logical conclusions. Our conduct is 
predicated neither upon out-and-out impe- 
rialism, on the one hand, nor upon govern- 
mental non-intervention, on the other; no 
course between these two extremes has as 
yet been charted. Nevertheless, the deter- 
mination of a proper public policy toward 
the problem of raw materials—and its affil- 
iated problems of foreign trade and foreign 
investments—is the most important single 
problem of international relations which 
faces the American people today. It is 
one of the purposes of this article to ex 
amine several possible solutions of the prob- 
lem and to suggest some dangers which 
it would be well to avoid in the decisions 
of public policy which will be required. 

All will agree, it may safely be said, that 
economic security should be guaranteed 
every industrial nation. A country like 
Italy, which has little natural wealth, should 
not have its national livelihood menaced by 
arbitrary regulations of other more fortunate 
powers. A small nation like Belgium should 
not be subjected to economic dependence 
upon her powerful neighbors, whose inter- 
ests may not always be her interests. An 
island empire like Japan should not be faced 
with the necessity of maintaining a great 
navy to keep open her communications with 
the areas of the world which provide her 
with foodstuffs for her workers and with 
raw materials for her factories. Even a 
powerful continental state, like the United 
States or Russia, should not be required to 
accept the complete dependence of some 
of its most important industries upon the 
economic regulations of other nations. When 
one comes to a discussion of practical solu- 
tions of this all-important problem of eco- 
nomic security, however, he is met with con- 
flicting opinions. 


The Common Heritage 


TALIAN economists and statesmen have 

been ardent advocates of the principle 
that the world’s natural resources should 
not be considered the exclusive property of 
the countries within whose political jurisdic- 
tion those resources happen to lie. They 
contend that the bounties of nature are the 
common heritage of all mankind, in which 
all peoples have common interest and upon 
which all peoples possess common claims. 
This principle was recognized during the 
Great War, it is maintained, when the Su- 
preme Economic Council of the Allies 
rationed raw materials upon the needs of 
each country in the efforts it was putting 
forth in the common cause of victory. In 
general the validity of the Italian position 
was recognized by the Committee on Raw 
Materials of the League of Nations, which 
said in its report: “There is no question 
of challenging the incontestable right of 
states to dispose freely of their natural re- 
sources, or the output of their countries in 
respect of raw materials. But it is not less 
incontestable that raw materials produced 
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by one country being in many cases essen- 
tial to the economic life of other states 
should not, unless in exceptional cases, be 
the object of restrictions or of differential 
regulations of such a nature as to injure the 
production of such states or to impose on 
them a systematic inferiority.” It is hardly 
likely, however, that the Italian claim for 
common ownership of and common access 
to the raw materials of the world will re- 
ceive widespread recognition. It runs coun- 
ter to nationalist sentiments which cannot 
be denied, and it is handicapped by ad- 
ministrative difficulties too numerous to 
be catalogued here. 


Community of Economic 
Interest 


SOLUTION which has many ardent 

advocates is application of the principle 
of free trade. It is rightly maintained that 
there can be no lasting peace in the world 
which is not based upon community of eco- 
nomic interest, and that free trade, by pro- 
moting economic interdependence, will tend 
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Seymour L. Cromwell, president, New York Stock Exchange, one of the speakers 
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to reconcile the conflicting claims of rival 
political states. Unfortunately, however, it 
requires no lengthy argument to demonstrate 
that free trade is at fundamental variance 
with all prevailing conceptions of statecraft. 
Nationalism, imperialism and militarism are 
more likely to obtain a hearing than the 
economics of untrammeled commercial rela- 
tions between the peoples of the world. 
But if free trade itself is beyond immediate 
realization, customs unions, commercial 
treaties and other measures looking toward 
the eventual establishment of free trade 
are by no means Utopian. There are, hap- 
pily, nations whose economic interests are 
not antagonistic but complementary, and 
whose political aims are sufficiently in agree- 
ment to place war outside the scope of 
immediate probabilities. Between the United 
States and the British Commonwealth of 
Nations, for example, there exists a funda- 
mental community of economic interest, and 
to the great mass of Americans and English- 
men a war between these nations would be 
a tragedy too colossal to even contemplate. 
Differences of opinion, it is true, have led 
to discussions regarding war-time debts and 
regarding rubber and oil, but it would be 
nothing short of criminal negligence on the 
part of American and British statesmanship 
should these discussions fail to result in a 
satisfactory settlement. 

Closely associated with the policy of free 
trade is the policy of the open door, which 
is espoused by Secretary Hughes. It looks 
toward the complete abandonment of dis- 
criminatory treatment of the goods or na- 
tionals of one country in the territory or 
dependencies of another. It would, as far 
as possible, aim to remove all export duties 
—which, fortunately enough, are prohibited 
by the Constitution of the United States. It 
would combat monopolies of raw materials, 
and it would insist that concessions for 
exploitation of the natural resources of the 
world should be awarded to the highest 
bidder without distinction as to nationality. 
Honestly applied, the principle of the open 
door would promise much for the peaceful 
solution of outstanding economic problems. 
It cannot be too strongly emphasized, how- 
ever, that it must be honestly applied. It 
is not so applied if it does not extend to 
other nations the same rights within our 
borders and dependencies which we claim 
fer ourselves abroad. 


National Self-Sufficiency 


® per of the dangers of modern inter- 
national relations is the possibility that 
the great industrial powers of the world 
will resort to the time-honored, but un- 
satisfactory, nationalistic solution of the 
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problem of raw materials. This solution 
is based upon the doctrine of national self- 
sufficiency, “that each nation should be 
able to draw sufficient raw materials and 
foodstuffs for its own population and its 
own industries from within the territories 
which belong to it politically or from the 
territories within which it has the right of 
economic exploitation.” This is not a new 
doctrine. It is a restatement of the theory 
of mercantilism which characterized the co- 
lonial policies of the European nations from 
the sixteenth century to the eighteenth and 
which was one of the primary causes of 
the American revolution. 

Mercantilism, which is a combination of 
protectionism and imperialism, is no solu- 
tion of the problem of raw materials. It is 
based upon the fundamental economic fal- 
lacy that international trade is a unilateral 
rather than a bilateral arrangement that 
one can sell and yet not buy in the markets 
of the world. It does not promote eco- 
nomic security because it heightens rivalries 
and is a fertile cause of war. Insofar as it 
is at all practicable it guarantees the strength 
of the strong and accentuates the weakness 
of the weak. Instead of economic freedom, 
it creates economic vassalage, substituting 
predatory influence for the beneficial effects 
of competition, Mercantilism is a_ policy 
based upon fear and, as such, cannot be 
a truly American policy. It is warranted 
neither by our economic situation nor our 
best political tradition. 


Individual Manufacturer 


VW a sense, the problem of raw materials 
is not peculiarly an international prob- 


lem. Within each nation every manufac- 
turer is faced with the problem of obtaining 
cheaply and promptly those commodities 
which he transforms into finished products. 
In some rare instances it is necessary for 
an entrepreneur to secure control of his 
own sources of raw materials. Henry Ford, 
for example, because of alleged discrim- 
inatory practices on the part of his com- 
petitors, and because of the possibility of 
effecting important economies, has purchased 
iron mines, coal fields, glass factories and 
even railroads. On the whole, however, 
these problems are taken care of by the 
processes of competition, on the one hand, 
and by the legal limitations upon unfair 
competition, on the other. True, the solu- 
tion is not always just, but civil war is 
neither a popular nor a legal method of 
adjusting relationships between competitors 
in domestic industry. In international rela- 
tions, however, there exists no machinery 
to control the equitable distribution of raw 
materials; complete anarchy characterizes 
the world economic order. The only true 
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solution to the problem of raw materials is a 
solution which will bring order out of inter- 
national chaos, as judicial processes have 
prevented cut-throat competition in domes- 
tic commerce. 

Complete solution of the problem of raw 
materials is not to be achieved overnight. 
Our own experience with so-called anti- 
trust legislation ought to demonstrate that. 
But definite progress can be made toward 
final solution. “Unfair competition”’—ex- 
cessive export taxes, discriminatory tariffs, 
monopolies and similar devices—should be 
banned by general agreement between the 
chief industrial powers. Other unreasonable 
restrictions upon international trade should 
be specifically defined, in much the same 
manner as the Washington Conference de- 
fined practices which are to be considered 
in violation of the open door in China. 
Agreement upon principles would open the 
way to the formulation of a code of inter- 
national law, which would regulate the im- 
portant problems of foreign trade and for- 
eign investments. Law, not war, would 
then be the guarantee of free access of all 
nations to the world’s supplies of raw mate- 
rials, 

But the codification of international law 
would not in itself be enough. Some ma- 
chinery must be created to interpret the 
law and to issue injunctions against infrac- 
tion. It is here that the International Court 
of Justice could be of real service. As at 
present constituted, the Court is too nar- 
rowly limited in its jurisdiction; it should 
be given teeth. It should be given the right 
to hear the cases of aggrieved nationals of 
any country against the administrative au- 
thorities of other countries. If an American 
rubber company charges unfair taxes or 
other discriminatory duties are being levied 
by the British authorities in the Straits 
Settlements, the Court should be given the 
right to hear the evidence in the case and 
to render a verdict. Publicity and the judg- 
ment of the Court would, in almost all in- 
stances, be sufficient pressure to assure en- 
forcement of the proposed international code 
of fair economic practice.. But only in 
the event of failure of all other agencies 
would the matter “enter the arena of diplo- 
matic controversy. 


No business man desires, and no business 
man has the right to expect, more than 
equality of treatment in the markets of the 
world. It is only for the purpose of secur- 
ing this equality of treatment that he calls 
upon his government for protection when 
he ventures abroad. If that protection can 
be secured by international, as well as na- 
tional, administrative agencies, a great step 
forward will have been taken in the pro- 
motion of world peace. 
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Recent Developments In Iowa 
Agricultural Finance 


By HOWARD H. PRESTON 


Operations Under the War Finance Corporation Act. 
Capital Wasted During the Boom. Too Much or Too Little 


Credit ? 


Shifting the Load to the Federal Reserve Bank. 


$24,000,000 Outside Money at the Disposal of Iowa Banks 


HAT the farmer is suffering from 

too much credit rather than too lit- 

tle, is a hackneyed saying in Iowa. 

Too much credit of the wrong kind 
and at the wrong time doubtless has been 
granted. It does not follow, however, that 
the whole agricultural credit problem can 
be disposed of in this summary manner. 
On top of the vast amount of credit pre- 
viously granted, it was necessary during the 
agricultural crisis to find means for grant- 
ing liberal credit extensions in order to 
save farmers and bankers from threatened 
ruin. It is my purpose to show the condi- 
tions confronting Iowa banks in 1921, the 
aid rendered by various agencies, especially 
the War Finance Corporation, the progress 
of liquidation and the present outlook and 
tendencies in Iowa banking. has 
passed a farm warehouse act as a direct 
result of the agricultural crisis, an analysis 
of which is also included. 


The Farmer’s Dollar 


| ie terms of 1913 prices the purchasing 
power of the farmer’s dollar was relative- 
ly high in 1917, 1918 and 1919. The high 
point was reached in May, 1919, when the 
index number for farm products was 240 


(1913 = 100). The index number for all 
other commodities excluding food and farm 
products was approximately 188 on the same 
basis. It is natural, therefore, that the 
post-war boom which began about May, 
1919, should have found the farmer over- 
optimistic. In Iowa this resulted in a land 
boom and the flotation of blue sky propo- 
sitions of various kinds. It has been con- 
servatively estimated that in a few months 
$200,000,000 of capital were wasted in wild- 
cat promotion projects, Government sta- 
tistics show that the average price of land 
increased $63 per acre during 1919; cases 
of re-sale within a few months at an ad- 
vance of from $50 to $100 per acre were 
not uncommon during the summer months. 
The fundamental economic doctrine that 
rent, and hence land value, is a result and 
not a cause of price was forgotten. It was 
freely predicted that corn could never again 
go below $1 per bushel since farmers could 
not afford to raise it for less on $300 land. 

Fired by the spirit of optimism and aided 
by the liberal credit policy of the Federal 
Reserve Bank, the bankers became over- 
enthusiastic about Iowa land and Iowa crops 
and extended credit too freely. Even the 


more conservative bankers felt the urge of 
competition when their best customers were 
being offered liberal lines of credit else- 
where. 

Statistics of Iowa banking in 1920 show 
a total of 1923 national, Staf€ and private 
banks. Many of these are small banks, the 
minimum capital under State law being 
$10,000. This large number of banks has 


brought banking facilities to every corner 


of the State and has contributed largely 
to its development. It now appears, how- 
ever, that one of the weak elements in the 
situation was too many small banks. 


Post-War Inflation 


A® a result of post-war inflation, Iowa 
banks became badly over-extended. On 
April 2, 1920, the State chartered banks 
reached the maximum volume of loans re- 
ported, the total being $647,850,601. This 
was an increase over the nearest corre- 
sponding date in 1919, for which data are 
available, of $168,705,165, representing an 
expansion of loans of over 35 per cent 
during the year. When the reports were 
made in November, 1920, loans showed a 
decline of $7,814,576 from the April fig- 
ures. This cannot be accounted for as a 
seasonal variation since the crop-moving 
period normally shows loans at a maxi- 
mum. It may be taken, therefore, as an 
indication that liquidation had begun. 

It is in the decline in deposits, however, 
that liquidation is best revealed. From April 
to November, 1920, deposits in the State 
chartered banks in Iowa had fallen from 
$705,487,819 to $620,861,010, a drop of $83,- 
626,809 in six months, over ten times the 
reduction which had taken place in loans. 
Liquidation of loans continued, the total 
outstanding in March 22, 1921, being $616,- 
993,214, or $30,857,386 below the maximum 
of 1920. Deposits had also continued to 
decline, being $119,408,654 below the high 
mark of the previous year. 

To meet this unusual withdrawal by de- 
positors, the banks were compelled to in- 
crease materially their bills payable and 
rediscounts. This item in the consolidated 
statement rose rapidly during 1920 geach- 
ing a maximum of $80,143,951 on Decem- 
ber 31, Reserves also declined, but on the 
whole the reserve position of the banks was 
fairly well sustained up to the spring of 
1921. 

The data given are for State chartered 
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banks, of which only eighty out of over 
1300 were members of the Federal Reserve 
system. Country banks turned to their city 
correspondents for aid. Banks in the re- 
serve cities and other larger cities of the 
State made liberal advances. From out- 
side of the State funds came from corre- 
spondent banks in Chicago, New York and 
other financial centers. Generally these 
loans took the form of bills payable se- 
cured by collateral. A few banks redis- 
counted for correspondents and in a few 
very exceptional cases borrowings took the 
form of secured or personally guaranteed 
time certificates of deposit. 

Ultimately a large part of the load was 
shifted to the Federal Reserve Bank. Des 
Moines banks alone report rediscounts of 
$25,000,000, most of which was borrowed 
to aid country correspondents, Direct re- 
discounts for Iowa banks reached a maxi- 
mum 6f $98,000,000 in February, 1921, which 
was over double the basic line for Iowa 
banks. On April 8, 1921, it was reported 
that of the 457 Iowa members of the Fed- 
eral reserve system 375 banks were bor- 
rowing. When the indirect service se- 
cured through correspondents outside of 
the State that were also ultimately depend- 
ent upon the Federal Reserve banks is added 
to the above, the service of the Federal 
Reserve system in the crisis is obvious. In 
spite of these large rediscounts, direct and 
indirect, for the Iowa banks, the idea has 
persisted that the reserve system has not 
served the needs of the Iowa farmer. This 
idea has been fostered by politicians intent on 
making political capital out of the farmers’ 
distress. The Federal Reserve banks were 
not illiberal in their treatment of agri- 
culture. 


The Crop of 1921 


HE Iowa bankers looked forward hope- 

fully to improved conditions when the 
crop of 1921 was ready to market. But 
the improvement did not come. On the 
contrary, prices of farm products fell to 
levels unheard of for a decade. As low as 
19 cents per bushel was bid for corn at 
the country elevators of northwestern Iowa 
in the fall of 1921. The country bankers 
were ‘unable to liquidate their so-called 
“frozen assets.” In some cases the depre- 
ciation in values rendered paper worthless 
or nearly so. It has been estimated that 
at least 50 per cent of the Iowa banks 
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have charged off paper equal to their capi- 
tal stock during the past two years. All 
banks have suffered exceptional losses, To 
have charged these losses off in the fall of 
1921 would have ruined hundreds of Iowa 
banks. Moreover it was impossible at that 
time to determine who would eventually be 
able to pay his obligations. Many loans 
were good if given time to work out. It 
has been wittily stated that many notes 
which read “Six months after date I prom- 
ise to pay” should have read, “Six months 
after date I promise to renew.” Every bank 
in Iowa has carried notes for long periods 
without reduction in amount—essentially 
fixed capital loans. Often these frozen as- 
sets have been the best loans the banker 
had. But the borrower did not expect to 
pay the loan at maturity, and under con- 
ditions prevailing in 1921 even the better 
loans had to be renewed. 


War Finance Act 


ITH this serious condition confronting 

the banks further assistance was re- 
quired. On August 24, 1921, Congress 
amended the War Finance Corporation Act 
to enlarge the scope of the corporation so 
that it would be of direct assistance in financ- 
ing agriculture. Its capital was $500,000,000, 
and the right to issue its own notes and 
honds raised the potential loaning power 
for agricultural purposes to $1,000,000,000. 
The right to issue debentures was not ex- 
ercised, but doubtless was a wise provi- 
sion since it gave every assurance that the 
resources of the corporation were adequate 
to cope with the situation. Agricultural 
loan agencies were created, the one serving 
Iowa shaving headquarters in Des Moines. 
The Iowa committee consisted of Grant 
McPherrin, C. E. Brenton, H. T. Black- 
burn, C. T. Cole, Jr., and B. F. Kauffman, 
all of Des Moines and H. W. Stafford of 
Ames and F. E. Sheldon of Mount Ayr. 
These men were ably assisted by other 
bankers of the State not members of the 
committee. All expenses of the agency were 
met by the War Finance Corporation, but 
the committee members were unpaid. 

The corporation was empowered to loan 
to banks or cooperative associations which 
had made advances for agricultural pur- 
poses. It was not necessary that the money 
so borrowed should be used to make ad- 
ditional loans to farmers. The bank was 
not allowed in any case, however, to bor- 
row more than the amount of loans which 
it then had outstanding, made for purposes 
prescribed by the Act. Loans in Iowa were 
all made through the banks, 619 different 
banks securing loans. No loans were made 
to cooperative associations of producers or 
special finance corporations, such as cattle 
loan companies, although such organizations 
were extensively used in some other States. 

Under the terms of the War Finance 
Corporation Act loans could be made di- 
rectly or by rediscounting paper for the 
bank. The general policy in Iowa was to 
make direct collateral loans to the bank, 
but the law governing State banks limits 
their indebtedness, with certain exceptions, 
to an amount equal to the capital of the 
bank. To some banks were granted ad- 
vances in excess of their capital, which 
was accomplished by rediscounting paper 
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held. In these cases there was a require- 
ment of considerable margin of extra paper 
above the amount advanced or a personal 
endorsement by responsible directors. In 
every possible way, consistent with render- 
ing the service intended, the corporation 
undertook to safeguard the loans made. 
All applications for direct loans were ac- 
companied by collateral consisting of farmer 
paper. In order to have the paper approved 
a property statement showing a ratio ot 
assets to liabilities of about 2:1 was re- 
quired of the maker. These requirements 
made it necessary to reject much paper of 
farmers who were badly in need of help. 
The local committee passed upon each ap- 
plication from a bank, examined the finan- 
cial statement of the applicant, and ana- 
lyzed the collateral submitted. The ap- 
plication after approval was forwarded to 
Washington for final acceptance or rejec- 
tion. The local committee was at first 
forced to reject considerable paper, but 
later the country bankers became better 
acquainted with the type of paper required 
and rejections were less numerous. 


School of Methods 


HE importance of the work of the 

local committee cannot be over-empha- 
sized. Members of the committee in Des 
Moines gave more time to the work of 
the corporation than to their own business 
during the early weeks. A staff was re- 
cruited, rooms secured, country bankers were 
instructed in the method of making appli- 
cations and as to what constituted eligible 
paper. The educational part was so im- 
portant that bankers were encouraged to 
come in and attend what was virtually a 
school of methods. As many as 100 bank- 
ers were in attendance at a single session 
of this daily school. One of the commit- 
tee members made bi-weekly trips to Wash- 
ington with applications in order to get 
more prompt action. 

Loans in Iowa were first made in Octo- 
ber. During the next four months applica- 
tions poured in at a rate which taxed the 
capacity of the committee. The maximum 
of $24,000,000 was reached about March, 
1922. Repayments which began to come in 
after that time amounted to more than the 
new loans accepted. The heaviest repay- 
ments were from September, 1922, to May, 
1923. On July 31, 1923, 102 banks owed 
the corporation $6,846,000. The law per- 
mits renewals if the total loaning period 
does not exceed three years. The Iowa 
banks were given to understand that such 
renewals would be granted. Further loans 
may be made up to February 29, 1924, but 
only one new loan has been granted in Iowa 
during the past six months. It is the ex- 
pectation of the Iowa committee that all 
collections will be made, and the Des Moines 
office closed on or before March 1, 1925. 

These repayments are the result of real 
reductions of indebtedness by Iowa banks. 
It is true that some repayments were 
brought about by borrowing from corre- 
spondent banks when the original loan ma- 
tured. But an abstract of the report of 
the 1325 State chartered banks on April 
3, 1923, shows bills payable and redis- 
counts of about $34,000,000, a decrease from 
March 10, 1922, of nearly $27,000,000. 


September, 1923 


Meantime deposits increased over $80,000,- 
000 and loans only $30,000,000. The re- 
serve position was accordingly greatly 
strengthened. 

It must not be assumed that Iowa bank- 
ers and farmers have not suffered severe 
losses. Complete data on national and private 
bank failures are not available. Twenty-two 
State banks have gone down in the crisis. 
Heavy losses have been written off by prac- 
tically all of the banks. The public little 
realizes how the directors of many coun- 
try banks of Iowa have assumed a load of 
responsibility beyond any legal requirement 
in order to save the good name of their 
bank and the community. In contrast to this 
record we find banks which have paid divi- 
dends. Farmers have weathered the storm 
with varying success. Some buyers of land 
at high prices have lost their farms. But 
less than 10° per cent of the Iowa farms 
were sold during the boom. Some renters 
have lost out and given up farming. Other 
farmers are gradually working themselves 
out of debt by rigid economy. They have 
refrained from buying farm machinery, from 
making permanent improvements and have in 
many cases reduced their standard of living. 
Farmers are buying too many autos and too 
much gasoline, but in this respect they are 
no worse than their city cousins, The pur- 
chasing power of the farmer’s dollar is 
still relatively too low, and all business di- 
rectly dependent upon the farmer’s trade is 
still feeling very keenly his reduced buying 
power. The credit condition seems to be 
materially improved. 


Relief Money—$24,000,000 


ob direct service rendered by the War 
Finance Corporation in placing $24,000,- 
000 of outside money at the disposal of 
Iowa banks at the most critical stage is 
inestimable. Had there been no War Fi- 
nance Corporation the storm would have 
been weathered in some way, but as it de- 
veloped, the corporation furnished the re- 
lief. Orderly marketing was made pos- 
sible, corn rose rapidly in price; banks and 
farmers were saved from ruin. H.C. Wal- 
lace, Secretary of Agriculture, thas said: 
“The activities of the War Finance Corpo- 
ration undoubtedly saved many thousands 
of farmers from bankruptcy and hundreds 
of banks in agricultural States from passing 
into the hands of receivers.” My own sur- 
vey of Iowa conditions indicates that his 
statement would apply here. Moreover, data 
published in February, 1922, show that 
Iowa had received loans considerably in 
excess of those granted in any other State. 

In addition to the direct service of the 
War Finance Corporation, there was an 
indirect benefit which cannot be estimated 
in the restoration of confidence. The 
banker who did not borrow a dollar felt 
that he could go farther in aiding his hard- 
pressed farmer customers, because he knew 
that, if necessary, he could look to the War 
Finance Corporation for aid. Des Moines 
bankers, associated together in the work 
of the corporation, created a “pool” to help 
meet emergency situations. In one case a 
bank needed $40,000 at once in order to 
prevent a receivership. Four Des Moines 
banks, only one of which was a corre- 
spondent of the country bank concerned, 
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advanced $10,000 each until a loan could be 
secured from the War Finance Corpora- 
tion. Cases of this sort were not infrequent 
and were a further indirect service, or 
at least by-product, of the corporation’s 
activities. 

Two criticisms may be heard regarding 
the work of the corporation both of which 
appear to be due to misunderstanding or 
prejudice. In the first place it is alleged 
that the hardest pressed farmer could not 
have his paper rediscounted. Eligibility 
standards were kept reasonably high in order 
to protect the fund. Banks which did not 
possess such paper found it difficult to bor- 
row. Owing to the precautions taken, the 
corporation hopes to return to the United 
States Treasury all of the original fund 
advanced by the taxpayers with a reason- 
able return on the money while it was in 
use. The losses which the corporation may 
eventually suffer on its Iowa loans can- 
not be determined until final settlement has 
been effected. There is now owed to the 
fund $304,000 by seven failed banks. This 
is protected, however, by collateral having 
an average margin of 50 per cent. Four 
other borrowing banks closed, but they have 
reorganized and either paid off the loan or 
are in condition where there is no question 
about the security. The Iowa losses, there- 
fore, seem sure to be small when com- 
pared with the volume of loans handled. 
This can be attributed solely to the con- 
servative policy adopted and seems to be 
a sufficient answer to the first criticism. 


Resulting Benefits 


SECOND criticism is that the banks, and 
not the farmers, received the benefit. 
On the face of it this criticism seems war- 
ranted. Data secured by a questionnaire 
sent out by the central committee show that, 
of the money borrowed, 58 per cent was to 
retire indebtedness to other banks, 16 per 
cent to reestablish reserves and 26 per cent 
to make direct loans to farmers. But it 
must be understood that many of these 
banks were in a very uncomfortable posi- 
tion because of heavy rediscounts with Fed- 
eral Reserve or correspondent banks or bad- 
ly depleted reserves, in many cases far be- 
low the legal minimum. There were only 
two ways to get funds—calling in loans as 
they matured, or borrowing from an outside 
source. The latter was done and thus in- 
directly the farmer received positive aid. 
The War Finance Corporation has been 
described as a hypodermic. In other words, 
it was a remedy to be used only in an 
emergency. Congress recognized the tem- 
porary nature of the organization and under- 
took later to provide agriculture with per- 
manent credit agencies. By the passage of 
the Agricultural Credits Act of March, 
1923, Federal Intermediate Credit banks 
were created for the purpose of rediscount- 
ing paper or granting loans running from 
six months to three years. Advances can- 
not be made to individual farmers, but 
must be made through banks, credit corpo- 
rations or cooperative producers’ associa- 
tions. Very few loans have as yet been 
made in Iowa, so that the possible ser- 
vices of the Intermediate Credit banks are 
practically unknown to Iowa bankers and 
farmers. 
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State Warehouse Law 


HERE was also a demand for State 

rural credit legislation, to supplement 
the credit facilities provided by the Federal 
Government. <A _ constitutional amendment 
to enable the State to make direct loans 
secured by Iowa farm land on an amorti- 
zation plan passed one branch of the 1923 
Legislature and failed in the other by only 
three votes. One credit measure for the 
benefit of farmers did gain enactment—a 
new Iowa State warehouse law. It is not 
the purpose of this law to add to the num- 
ber of bonded warehouses or create any 
new credit agencies. Its purpose is to give 
the farmer the same opportunity to use 
his grain as collateral for a loan which the 
grain speculator has long enjoyed when 
holding grain in storage. To this end the 
act provides for the issuance of certificates 
against grain stored in farm granaries and 
corn cribs. More orderly marketing and 
lower interest rates for farmers are the 
fundamental purposes of the law. 

The administration of the warehouse law 
is under the direction of the State Secre- 
tary of Agriculture. He appoints local 
supervisory boards composed of from three 
to seven grain producers in the county or 
local marketing area, who shall have charge 
of supervising grain in storage and issuing 
certificates against such grain. Each board 
selects, subject to the approval of the Sec- 
retary of Agriculture, a responsible man to 
be known as sealer. The sealer must give 
a bond of $1,000 for the faithful per- 
formance of his duties. It is the duty of 
the sealer to determine the quality and 
quantity of the grain stored. Before de- 
livering a certificate to the owner of the 
grain, he is required to securely seal the 
crib or bin in which the grain is stored. 

The certificate contains a description of 
the granary, crib or receptacle and a state- 
ment of the amount and grade of the grain. 
The sealer must fill in these blanks person- 
ally and is to be held strictly responsible 
for any false statement. The statement 
of ownership includes a statement of all 
liens and incumbrances. If the owner of 
the grain is a tenant, the date of expira- 
tion of the lease is also included. The 
owner of the grain in a sworn statement 
agrees to deliver the grain to the bearer 
of the certificate at a given time and place. 
Certificates may be either negotiable or non- 
negotiable, but it is expected that the for- 
mer will be most commonly used. They 
are to be issued in triplicate; one of the 
“Board Duplicate—No Value” copies going 
to the Secretary of Agriculture and the 
other being retained in the record book of 
the local board. The Secretary of Agricul- 
ture, in promulgating rules and regulations 
governing the issue of certificates, has ad- 
vised that they be recorded or filed in the 
office of the County Recorder since, in the 
opinion of the Attorney General, the record 
book of the local board does not constitute 
an official record. 


Loans on Grain in Storage 


N addition to certificates issued to indi- 
vidual owners of grain, “Group Certifi- 
cates” are also provided for. Two or more 
owners may pool their grain in order to 
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get a higher degree of security. All of 
the grain in storage and belonging to said 
pool shall be liable for the money advanced 
against such certificates, and the owners of 
the grain may also be held jointly or sev- 
erally liable to the extent of 75 per cent 
of the market price of the grain repre- 
sented by certificates. This feature of the 
law does not seem likely to prove impor- 
tant at the outset. 

Loans are to be made upon the grain in 
storage in much the same way as they are 
now made against warehouse receipts for 
grain stored. In making a loan with ware- 
house receipts as collateral, bankers are 
interested in the commodity, the ware- 
houseman and the borrower. Under the 
Iowa law every effort is made to assure 
that the quantity and quality of the grain 
is preserved. By having a responsible io- 
cal board issue the certificates all has been 
done that reasonably can be done, without 
removing the grain from the farm to ap- 
proximate the conditions of a bonded ware- 
house, 

The local sealer is required to inspect the 
grain under seal at least once every 30 days. 
He must ascertain that the grain is present 
and in good condition, All grain stored under 
the provisions of the act must be adequately 
insured against fire and windstorm. Insur- 
ance policies must be deposited with the 
Secretary of Agriculture for the benefit of 
the holders of the certificate. No grain may 
be delivered without surrender of the cer- 
tificate and adequate penalties are pre- 
scribed if the owner shall in any way tamper 
with the grain under seal. Local boards are 
instructed to carefully appraise the moral 
risk involved. The holder of the certificate, 
therefore, is apparently well protected 
against loss in the quantity of the grain. 

Under the conditions of storage, however, 
the quality of the grain does not appear to 
be so fully safeguarded. When issuing a 
certificate the sealer must grade the grain. 
Presumably the will be a good judge of 
grain, but in this respect the holder of the 
certificate does not appear to have the pro- 
tection which a bonded warehouse offers. 
Moreover, it is doubtful whether farm stor- 
age adequately protects against deterioration 
of the grain. Requirements as to the type 
of storage buildings have been made as 
stringent as possible without militating 
against the working out of the law. Ear 
corn can be kept without much danger in 
any well ventilated corn crib, but wheat, 
oats, shelled corn, or barley must be care- 
fully stored and closely watched to prevent 
heating and moulding. A further disadvan- 
tage of farm storage is inaccessibility to 
market. The owner of the grain agrees to 
deliver it at a market point at the order of 
the holder of the certificate. But prompt de- 
livery may be prevented by bad roads, delay 
in getting corn shelled, or other unavoid- 
able circumstances. These factors would 
seem to make necessary a higher value mar- 
gin when granting loans than when grain 
is stored in terminal elevators. 


Larger advances and more favorable in- 
terest rates have been the advantages gained 
from the use of warehouse receipts. Where 
grain is stored in bonded warehouses, banks 
have loaned as high as 90 per cent of the 
market value of the grain. Under the condi- 
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tions of storage as outlined, it does not seem 
likely that the collateral value will be equal 
to that of a Federal Warehouse receipt. 
Nevertheless the use of such certificates 
should strengthen and enlarge the credit of 
the borrower. This should prove of especial 
value to the marginal borrower. Men will 
doubtless be able to obtain loans who could 
not do so on an unsecured note. The cer- 
tificates would be preferred to chattel mort- 
gages. Advocates of the law have contended 
that the moral support of the local board 
will prove to be an added element of 
strength. 


Prospect of Lower Rates 


HAT prospect is there for lower in- 

terest rates? The form of obligation 
will apparently be the promissory note of 
the farmer secured by the warehouse cer- 
tificates as collateral. Iowa banks are per- 
mitted to accept bills of exchange “which 
are secured at the time of acceptance by a 
warehouse receipt or other such document 
covering readily marketable staples.” But 
the writer does not anticipate any consid- 
erable use of bank acceptances in connec- 
tion with Iowa Warehouse certificates. If 
a farmer should enter the typical country 
bank in Iowa and ask for an acceptance 
credit he would be greeted with a mild stare 
of astonishment. Moreover it is doubtful 
whether the acceptances of small country 
banks would command a very favorable 
market. Furthermore it is possible that the 
farmer would want credit for more than six 
months. The Federal Reserve Board has 
ruled that a bank acceptance must not be 
made subject to renewal. The bank accept- 
ance therefore does not appear to offer the 
way to more favorable discount rates. 

Will the country banks offer a lower dis- 
count rate for this class of loans? The 
general practice in connection with loans 
on cattle for feeding purposes, which are 
well-secured and liquid, does not indicate 
that this will be done. A’ limited number of 
local banks, however, have reported to the 
Secretary of Agriculture their willingness 
to offer a preferential rate for this. commod- 
ity paper, about one per cent below the reg- 
ular loaning rate. The Iowa Farm Credit 
Corporation is also taking an active interest 
in this paper and has indicated a willingness 
to buy it at a rate below the current interest 
rate of the country banks, which now ranges 
from 7 per cent to 8 per cent, depending on 
the locality. It would seem likely, although 
no ruling has yet been made, that this paper 
can be rediscounted at the Federal Interme- 
diate Credit Bank at Omaha. But the re- 
discount rate now prevailing is 514 per cent 
and local banks are allowed a spread of 1% 
per cent. Accordingly this means little, if 
any, reduction from present rates. The pro- 
visions of the Agricultural Credits Act 
(Sec. 202a) permit intermediate credit banks 
to make direct loans to cooperative market- 
ing associations where such loans are se- 
cured by warehouse receipts. The possibili- 
ties in this direction are being investigated 
and some way may be found to secure direct 
loans under this section. 

Unless outside sources of capital can be 
tapped, it does not seem likely that the in- 
terest rates will be materially under those 
now prevailing at the country banks. In 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


some cases the credit of the borrower may 
be enlarged, but in return for this benefit 
the farmer will apparently undergo consid- 
erable additional trouble and expense. The 
law permits the local board to charge the 
owner of the grain not to exceed one cent 
per bushel for defraying expenses of inspec- 
tion and supervision. In addition there is 
the cost of a special insurance policy cover- 
ing the grain. Even with these expenses 
the cost is materially lower than for hold- 
ing grain several months in a terminal ele- 
vator. But assuming that storage facilities 
exist on the farm, the question resolves it- 
self, for most farmers, to a contrast be- 
tween the use of the certificates as collateral 
for a loan or borrowing on an unsecured 
note. Here the added expense is an impor- 
tant consideration. 


On 2,000 Bushels of Corn 


OR instance, assume 2,000 bushels of 

corn valued at 65 cents per bushel are 
to be stared for six months. The market 
value of the corn is $1,350 and should en- 
title the borrower to a loan of approximately 
$1,000. A straight six months loan at 8 per 
cent would cost him $40 for interest, but 
there would be no other expense. Assuming 
that the issue of certificates will cost one 
cent per bushel and ignoring the expense 
for additional insurance, which he should 
probably carry anyway, the cost would be 
$20 plus the interest paid. Interest at 6 per 
cents would be $30, making a total cost of 
$50 for the six months loan. Only at 4 per 
cent interest could the farmer break even at 
the end of six months. This example has as- 
sumed the maximum expenses allowed by 
law and relatively short storage, but at pres- 
ent there is no other expense criterion which 
can be used, Lower charges and longer stor- 
age would favor this plan of borrowing. 
The ultimate success of. the act will depend 
upon keeping down expenses and securing a 
rate low enough to make it profitable to 
undergo the added expense. If during this 
present period of unstable production grain 
is carried over a season, this law seems to 
offer more material advantages. Costs for 
longer storage will be proportionately lower. 
Moreover, banks will be glad to get a type 
of paper which in an emergency will prove 
less frozen than the credits of 1921. 

One further problem that must be consid- 
ered is how this will help the livestock 
farmer. In a personal letter an Iowa banker 
writes: “The Iowa Warehouse Act will not 
help our community, as we do not have any 
grain to store, but all grain is fed to live- 
stock.” Iowa produces only about 10,000,000 
bushels of wheat per year in contrast to 
450,000,000 bushels of corn and nearly 200,- 
000,000 bushels of oats. It is desirable that 
some wheat be withheld from market this 
year and production curtailed, but wheat 
storage in Iowa will be relatively insignifi- 
cant even if the entire 1923 crop is held over. 
The bulk of Iowa’s great corn crop goes to 
market as beef and pork, the State outrank- 
ing all States in the number of hogs and 
standing second to Texas in the number of 
beef cattle. The only way the Iowa Ware- 
house law will help the livestock farmer 
will apparently be to enable him to hold 
part of his corn over for spring and summer 
feeding. The money borrowed would have 


September, 1923 


to be paid from the sales of other livestock 
before he could release the sealed grain for 
feeding. 


No Certificates Issued 


can be said as yet regarding 
the actual working of the plan. The 
Department of Agriculture was created in 
1923 and the Secretary assumed his duties 
only July 1. Since then printed copies of 
the law have been distributed, forms pre- 
pared and printed, rules and regulations sent 
out and other steps taken toward organi- 
zation. Prior to August 15 about 45 in- 
quiries had been received and five local 
boards appointed—in Appanoose, Monroe, 
Palo Alto, Polk, and Mapello counties. No 
certificates had been issued at the above date. 
The Secretary is being assisted in further- 
ing the organization by the farm papers, 
the Farm Bureau Federation and other or- 
ganized groups. 

Bankers generally have not shown much 
interest in the law. The Secretary’s policy 
appears to be to get enough local boards 
organized this season to give the plan a fair 
trial. If experience proves that amend- 
ments are needed they can be secured at the 
special session of the Legislature this winter. 
If the plan succeeds where tried, it will 
soon spread to other counties and, if not, it 
is better to confine the experiment to a limit- 
ed area. Some of the more active proponents 
of the law are disappointed at the progress 
made. On the whole the moderate policy 
seems more desirable. The plan is construc- 
tive and attacks the farmer’s credit and 
marketing problem at the producing end. 


Banker’s Position 


IX the past the country banker has been 
the pivot of the system of agricultural 
finance in Iowa. The Federal Reserve Bank, 
the War Finance Corporation, the mort- 
gage companies have all reached the farmer 


through “his bank.” In the same way it 
seems probable that the success of the ware- 
house law and other credit agencies which 
may yet be developed will ultimately depend 
upon his sympathetic cooperation. In spite 
of his limitations he is destined to retain his 
position of leadership in rural finance. Iowa 
bankers are now fully aware that they took 
unnecessary losses in 1919-1920. Competition 
in the future will be free from many of the 
abuses of the past. More banks should affili- 
ate with the Federal Reserve System. If the 
position of the country banker is strengthened 
little will be called for in the way of ad- 
ditional credit institutions, but improved 
methods must and will be constantly wel- 
comed. 


Exchange Stabilization 


669 T should also be borne in mind,” says 

the Review of the London Joint City 
& Midland Bank, in discussing Britain’s 
debt to the United States, “that in these 
bonds the United States Government holds 
a powerful weapon for use in exchange 
stabilization. Should it become advisable at 
any time to employ extraordinary measures 
in order to keep the dollar at parity with 
the pound sterling, much could be done 
by the sale of bonds in this country.” 
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The Customer’s Export Trade 


By W. E. AUGHINBAUGH, M. D., LL. B., LL. M. 


Member of the Bar of The Supreme Court of the United States; Formerly Lecturer on Foreign Trade, New York 
University; Lecturer on Foreign Trade, Columbia University; Editor The New York Commercial 


P itfalls to be Avoided When the Manufacturer Wants to 
Enlarge His Market Illustrated by the Ambitions of a Successful 
Domestic Salesman. Some Things Unmarketable Abroad. Where 
Labor is So Cheap That Labor-Saving Devices Cannot Compete. 


BOUT six months ago I was called 
upon by an energetic individual 
whom the casual observer would 
refer to as a “shrewd American 

business man.” Introducing himself, he 
said: “I have come all the way from San 
Francisco to have a little conference with 
you before sailing for a complete commer- 
cial tour of Latin America.” 

“Yes,” said I, “what can I do for you?” 

“I am a traveling salesman—ordinarily 
called a ‘drummer’,” volunteered my visitor 
with an air of assurance, “and have been 
reading so much about foreign trade that I 
have decided to take a few lines and intro- 
duce them to Latin Americans. If I can 
sell goods to hard-boiled Americans to the 
tune of $500,000 a year, there can be no 
question of my making good with these 
greasers south of the Rio Grande.” 

“What lines have you secured?” I ven- 
tured. 

“Well,” quickly replied the young man, 
“T have a line of women’s hats—dead swell ; 
a well-known brand of ‘suspenders; an au- 
tomatic electrically operated refrigerator; 
the best chocolate candies on the market 
and a hum-dinger cigar made by a firm 
that is spending thousands of dollars month- 
ly in an advertising campaign right in this 
country.” 

“Ever been in Latin America before?” I 
said as a feeler. 

“Yep,” came the snappy reply. “Once. 
I went over from San Diego to Tia Juana 
and played the races.” 

“You speak Spanish, of course?” I in- 
quired. 

“Nope, but I have bought this book— 
Spanish at a Glance—and by the time I 
land in one of those banana republics, I 
will be able to-talk the lingo all right,” 
he announced emphatically. 


Gross Sales, $2,000,000 


E then went into details as to the method 

he employed in getting the accounts 
above referred to and showed me evidence 
that he had obtained from each firm the 
sum of $2,000 for traveling and other ex- 
penses, in addition to a contract for com- 
missions on all sales to be made for a period 
of five years. He furthermore confided to 
me that in the year’s trip which he proposed 
taking he estimated his gross sales at about 


“Twenty years of my life have been spent 
in Latin American republics, and I know 
them far better than you do,” I said rather 
abruptly, for I resented the cock-sure atti- 


tude of the man, “and I am quite positive 
that you will not sell $5,000 worth of 
goods in the twenty-one countries of our 
southern hemisphere.” 

“Why?” he brusquely asked. 

“There are many reasons,” I said. “In 
the first place you do not speak Spanish, 
cannot learn it in a few weeks, and never 
will be able to master that language be- 
cause of your slight and ungrammatical 
knowledge of your native tongue. Secondly, 
the great majority of women in Latin 
America do not wear hats, but prefer the 
graceful mantilla, which they throw over 
their heads. Those who do wear hats go to 
Paris for their designs. Men never wear 
suspenders in Latin America, but use a belt 
or large scarf about their abdomens. Re- 
frigerators are not used in these countries 
because the people are not accustomed to 
keeping foods as we are and even if they 
were, but few cities are supplied with elec- 
tricity for operating them. Ice is not looked 
upon as a necessity by these people. The 
best chocolates in the world, unless properly 
prepared, wrapped in tin foil and hermet- 
ically sealed, will not stand the climatic 
conditions, and in addition, would need 
a judicious advertising camaign to make 
them popular. As far as cigars are 
concerned, I might tell you that most 
Latin American countries grow their own 
tobacco and have a decided preference 
for their own brand of cigars, with 
which ‘the choicest and most expensive 
American make could not possibly com- 
pete.” I waited for his reaction to these 
sledge hammer facts, and the prospective 
Latin American salesman sneered: 

“I guess you want to keep me away from 
these countries for some reason of your 
own. I’m going, and show you that you 
don’t know what you are talking about.” 

“My young friend,” I replied, “I am sim- 
ply telling you the plain truth. I take it 
that you are an honest man.” 

“Of course, I am,” he countered, his voice 
trembling at my insinuation. 

“I thought so,” I said. “Prove it by 
returning to your principals the amount of 
each investment and stay on the road in 
this country, where you have made good. 
You know Americans and American meth- 
ods, but you are doomed to failure out- 
side the United States.” 

“You can’t stop me. I know I can make 
good, despite your throwing cold water on 
my scheme,” he almost shouted, as he 
slammed the office door and made a hasty 
exit. 
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Sold $500 Worth 


I HAVE just learned that this badly handi- 
capped young man got as far as Pan- 
ama, sold less than $500 worth of goods in 
all of the Central American Republics and 
returned home after a dismal three months’ 
effort, during which time he spent a large 
part of the $10,000 he had obtained from 
his credulous clients. 

This is a true story. It is not in the 
least overdrawn, There is positively noth- 
ing unusual about it. It simply represents 
the attitude of the average American busi- 
ness man toward foreign markets, who un- 
warrantedly assumes that, if he can make a 
market for the thing he manufactures in 
the United States, it necessarily follows 
that he can make a market for the same 
article in overseas territories by using the 
same methods he employed in this country. 
Nothing could be more erroneous. Disaster 
usually awaits the exporter who follows in 
this path. 

The unfortunate thing about such ven- 
tures into foreign trade is that they do ir- 
revocable harm to all concerned. The quali- 
fied salesman, capable of efficiently selling 
American made goods, loses valuable time 
when he might be adding to his earning 
power at home, while those whom he under- 
took to represent are, as a result of their 
sad experience, forever prejudiced against 
foreign trade and frequently develop a sim- 
ilar feeling among others who suggest the 
idea of prospecting foreign fields. The 
trouble with my caller, who thought he 
could sell goods abroad, was that he was a 
square peg in a round hole, and the men 
to whom he sold his idea lacked the es- 
sential requirement of studying their market 
before undertaking to develop it—a business 
trait altogether too common in our great 


country. 
Why Different 


OREIGN trade is different from domes- 

tic trade because the people who live 
overseas differ racially and radically from 
the people who live in the United States. 
They speak different languages, are follow- 
ers of different religions, different means 
of living prevail, different climatic influ- 
ences are to be found. Different types of 
men, with different temperaments and dif- 
ferent ways of thinking are encountered. 
Different modes of doing business, different 
laws, different Customs House rulings ex- 
ist. This means that these markets require 
different methods of approach—that thev 
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positively cannot be entered by the plans 
to which you have been accustomed, or 
which have proved profitable in this country. 

Despite these differences, the expense of 
entering these markets is infinitesimal com- 
pared with the profits to be derived there- 
from. There is but one thing to do once 
you have decided to engage in foreign trade, 
and that is to study each market, and 
through close observation determine if the 
thing which you produce is adapted to 
that market, or if not appropriate in its 
present form, can it be so altered as to be 
made ideal for the overseas buyer. If 
American manufacturers would only give 
this all important initial thought the con- 
sideration it merits, millions of dollars would 
be saved annually, 


Not Wanted Overseas 


E manufacture in the United States 

thousands of things which are not 
adapted for overseas markets, and no in- 
genious advertising campaign can force for- 
eigners to accept them. In this connection 
I have particular reference to prepared 
foods, especially of the breakfast-food type. 
I think that I am safe in asserting that 
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the breakfasts of 75 per cent of the civil- 
ized inhabitants of the globe consist of a 
cup of coffee and a piece of toast, with 
perhaps an egg and occasionally a bit of 
jelly or marmalade. This custom of eating 
lightly in the morning has been in vogue 
for hundreds of years, and those who ob- 
serve it are amply satisfied with their matu- 
tinal repast. To change the habit of 
centuries is no light task and almost impos- 
sible to accomplish, as many manufactur- 
ers of American breakfast foods can testify. 
The well-worded, appropriately illustrated 
advertisements never .reached those for 
whom they were intended. In many in- 
stances, they positively produced a_ spirit 
of resentment. American breakfast food 
manufacturers have spent millions of dol- 
lars in foreign advertising without results, 
yet their experiences are unheeded, for prac- 
tically every owner of a new article of 
this nature takes a financial fling at over- 
seas markets, always with the same nega- 
tive results. 

Perhaps 60 per cent of the towns and 
cities of the world are without electricity, 
and will not have this, to us Americans, 
necessity, for perhaps fifty to a hundred 
years. Yet American manufacturers of 


Fred I. Kent, Vice-President Bankers Trust Co., New York, Will Discuss Foreign 
Affairs in an Address at the A. B. A. Convention at Atlantic City. 
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electrical personal and household articles, 
such as hair curlers, irons, washing ma- 
chines, cookers, vacuum cleaners, and the 
like are annually spending hundreds of 
thousands of dollars in a vain attempt to 
interest people in purchasing things which 
they cannot use. These same advertisers, 
too, are entirely oblivious to the fact that 
labor in Asia, Africa, Latin America and 
parts of Europe is so cheap that labor- 
saving devices cannot compete with human 
beings, a factor which should always be 
taken into consideration in prospecting any 
market. 

I might occupy pages in reciting instances 
of money being wasted by American manu- 
facturers blurting in an unprepared manner 
into overseas markets. The lesson I wish 
to convey is that there is but one way to 
enter foreign fields, and that is by a care- 
ful study of each market. The Mexican, 
although the speaks Spanish, demands dif- 
ferent types of goods from the Uruguayan, 
who also speaks Spanish and sprang from 
the same parent stock. Different sections of 
China are as different in their requirements 
as are France and Germany. Each market 
requires close and intelligent study by one 
familiar with foreign trade. When our as- 
pirants for foreign trade appreciate this 
fact and make the proper preliminary studies, 
we may then expect our foreign trade to 
be established on a firm basis. 

There are today opportunities for thou- 
sands of American manufacturers in for- 
eign markets. Each country presents a sep- 
arate problem, but they are worthy of close 
attention and merit serious consideration. 


Wheat Deposits and Credits 


Hungarian-Italian Bank says the 
United States Department of Com- 
merce is endeavoring to awaken interest on 
the part of the public in its plan of receiv- 
ing “wheat” deposits and granting “wheat” 
credits on the basis of the deposits so 
received, 

“The bank acts merely as intermediary. 
Upon making his deposits the customer 
receives from the bank a certificate of de- 
posit for as many quintals of wheat as his 
crown deposit would buy at the price quoted 
on the Budapest produce and grain ex- 
change on the date of deposit. The bor- 
rower in turn gives to the bank a note or 
similar instrument for as many quintals 
of wheat as the sum in crowns paid out 
to him would buy. 

“Upon maturity of the loan the bank col- 
lects from the borrower a sum in Hungarian 
crowns which the number of quintals of 
wheat represented by his note would cost 
on the basis of the Budapest exchange 
quotations, and reimburses the holder of its 
certificate of deposit at the same rate. Both 
prinicipal and interest are payable in wheat, 
or rather upon the basis of the wheat value. 
The rates paid on deposit are 414 per cent, 
5 per cent, and 6 per cent for six, nine, and 
twelve months’ deposits, respectively, and 
the bank, to eliminate any speculation on its 
own part, will make no loan unless it has 
deposits of an equal amount on hand, and 
vice versa.” 
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The New Federal Reserve 


Regulations 


By H. E. SARGENT 


HE Federal Reserve Board has is- 

sued and made effective throughout 

the Federal Reserve System its new 

regulations, the series of 1923. Many 
changes, some minor but many greatly alter- 
ing the operating procedure of Federal Re- 
serve banks, have been made. 

Revision of the Federal Reserve regula- 
tions was undertaken by the board immedi- 
ately after the passage of the Agricultural 
Credits Act by the last Congress. This Act, 
in express terms, required the Federal Re- 
serve System to make available credit facil- 
ities to the farming interests, which called 
for drastic changes in the old operating 
rules of the system. The new rules adopted 
to make effective the so-called rural credits 
law form the bulk of the specific changes 
in the regulations. 

Probably the most outstanding of the new 
regulations as promulgated by the Board is 
the rule designed to enforce the par clear- 
ance of checks throughout the Federal Re- 
serve System despite the recent decision of 
the Supreme Court frowning upon the Fed- 
eral Reserve par collection policy. However, 
Regulation J, which, by amendment, the 
board made the medium for the retention of 
the par collection practice has not yet been 
put into operation. Protests against the 
amended Regulation J, emanating princi- 
pally from banks in the South, which have 
led the fight against par collection, resulted 
in the board suspending indefinitely the ef- 
fective date of that regulation. The final 
decision on the par collection regulation 
awaits the consideration of the subject by 
the Federal Reserve Advisory Council. 

The new regulations in their entirety com- 
prise the first complete revision of the Fed- 
eral Reserve rules since October, 1920. Dur- 
ing the period of nearly three years past 
various amendments to the regulations were 
made by the board and changes of procedure 
effected. The series of 1923 incorporates all 
these various changes together with the 
amendments made necessary by new legisla- 
tion, presenting as one set of rules the re- 
quirements of Federal Reserve banks’ op- 
eration. 


Nine Months Paper 


EGINNING with Regulation A, sec- 

tion I, covering general statutory pro- 
visions, the new regulations reflect a marked 
difference from the 1920 rules because of 
the mandate of the Agricultural Credits Act. 
This section summarizes the general statu- 
tory provisions governing the rediscounting 
of notes, drafts and bills of exchange. The 
provisions of the rural credit law extending 
to nine months the maturity of agricultural 
paper eligible for discount, as contracted 
with the former limit of six months, are 


made effective by this section, Under the 
old regulations this same section permitted 
Reserve banks to discount any paper pro- 
vided it arose out of agricultural, industrial 
or commercial purposes, but the scope of the 
purpose of eligible paper is extended by 
the new rule to cover the paper of factors 
issued as such and making advances exclu- 
sively to primary producers of agricultural 
products. 

In section II of the same regulation, 
which describes the general character of 
notes, drafts and bills of exchange eligible 
for discount, the word “negotiable” has 
been inserted before the word “note” in the 
paragraph which limits eligibility to paper 
used in actual commercial transactions. The 
addition of one word in the new regulations 
incorporates the established policy of the 
Federal Reserve Board that only negotiable 
notes, drafts and bills of exchange are eligi- 
ble for rediscount and removes the necessity 
for separate definitions of these instruments. 
At the end of the same paragraph the new 
regulations also add that the name of the 
party to the transaction in which paper of- 
fered for discount arises must appear upon 
it. This addition is in the nature of a cor- 
ollary to the insertion of the word “negoti- 
able” above. 


Cooperative Paper 


os change is made in subdivision 
(c) of the same section. In the old reg- 
ulations this subsection presented in a single 
statement two different rules. One of these 
was to the effect that paper might not be 
rediscounted, the proceeds of which were 
used for purely speculative investments and 
the other denying eligibility to paper the pro- 
ceeds of which had been used as a loan to 
another borrower. The new regulations 
make two subsections at this point in order 
to provide for the eligibility of paper ex- 
cepted from the second rule in the cases of 
two classes of paper, which the Agricultural 
Credits Act has made eligible, even though 
the proceeds have been used for loans to 
other borrowers. The paper covered in 
these classes consists of the paper of co- 
operative marketing associations and fac- 
tors’ paper. 

Section III of Regulation A, which gov- 
erns applications for discount, remains virtu- 
ally unchanged. Section IV remains practi- 
cally the same in substance, although an 
effort has been made to remove any ambigu- 
ities by some alterations in the phraseology 
But in sub-paragraph (1) of section IV (b) 
provision is made to permit rediscounting 
banks to waive the requirement for the filing 
of financial statements with the discounting 
bank by the makers of notes in cases where 
the paper is secured by a lien on live stock 
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which is being marketed or fattened for 
market. 

Section VI of this article relates to agri- 
cultural paper, and subdivision (a), which 
defines agricultural paper, has been re- 
written in order to present a clear definition 
of such paper broadened so as to include 
the most liberal policies adopted by the Fed- 
eral Reserve Board in deciding what consti- 
tutes agricultural paper. This subdivision 
particularly stresses the principal that the 
marketing of agricultural products or the 
holding of these products by growers await- 
ing orderly marketing constitutes an agri- 
cultural purpose .within the meaning of the 
rules governing eligibility. 


New Provisions 


UBSECTION (b) of section VI is an 

entirely new provision in the Federal 
Reserve regulations. It makes effective the 
provisions of the Agricultural Credits Act 
which make eligible for rediscount as agri- 
cultural paper certain classes of paper of 
cooperative marketing associations. The 
new rule follows closely the language of the 
Act but denies eligibility to any paper where 
the proceeds have been used for fixed or 
permanent investments or for any other 
capital purposes. Such a denial of eligibility 
follows an interpretation of the Agricul- 
tural Credits Act that paper of that class 
was not intended to be covered in the exten- 
sion of the eligibility requirements. 

Another new rule is contained in section 
VII of the same Article covering sight 
drafts secured by bills of lading. The rule 
sets forth the law as laid down in the Agri- 
cultural Credits Act but attempts one inter- 
pretation of the Act. The Act requires that 
all sight drafts secured by bills of lading 
must be forwarded promptly for collection 
and “demand for payment shall be made 
with reasonable promptness after the ar- 
rival of such staples at their destination.” 
The regulation interprets this provision as 
meaning that such paper must be forwarded 
and demand for payment made promptly 
except where the drawer of the bill has in- 
structed that the paper be held until the 
arrival of the car carrying the staples which 
furnish the security for the transaction. 
In this case the regulation requires that the 
paper must be presented for payment within 
a reasonable time after notice of arrival 
of the staples at their destination has been 
received. 

Section VIII, relating to factors’ paper, 
also makes an interpretation of the law, al- 
though in the main reciting the provisions 
of the Act. The Act provides that “notes, 
drafts and bills of exchange of factors, is- 
sued as such, making advances exclusively 
to producers of ‘staple agricultural prod- 
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ucts in their raw state shall be eligible for 
such discount.” This the regulation inter- 
prets as applying to the paper of all factors, 
issued as such, for the purpose of making 
advances exclusively to producers of agri- 
cultural products in their raw state. This 
interpretation grants eligibility to the paper 
of factors who make advances to others as 
well as agricultural producers. A construc- 
tion of the law, under the exact language 
used, might have excluded from eligibility 
the paper of all factors who make advances 
to any one other than agricultural pro- 
ducers. 

Section X, which governs the eligibility 
of bankers’ acceptances, has been amended 
to grant eligibility to paper covering the 
shipment of goods between dependencies of 
the United States or its insular possessions 
and foreign countries. This class of ac- 
ceptances has always been eligible under 
the Federal Reserve Act but was omitted 
from the old regulations. 

Section XI, which governs the maturities 
of bankers’ acceptances, is new. It provides 
eligibility for acceptances drawn for an 
agricultural purpose and secured, at the 
time of acceptance, by warehouse receipt 
or other such document conveying or secur- 
ing title covering readily marketable staples 
where the maturity of the paper is not in 
excess of six months in accordance with the 
terms of the Agricultural Credits Act. 


Admission of State Banks 


i they next important change in the rules 
is contained in Regulation H, which 
makes effective the amendments to the Fed- 
eral Reserve Act contained in the Agricul- 
tural Credits Act, which enable a State bank 
to obtain membership in the Federal Reserve 
System with a capital equal to 60 per cent 
of the amount required for the organiza- 
tion of a national bank of a ‘corresponding 
class. The Act required the Federal Re- 
serve Board to prescribe rules and regula- 
tions governing the admission of State banks 
to membership under such circumstances. 
Regulation H provides that in order to ob- 
tain admission to the System with a capital 
of 60 per cent of the amount required of a 
national bank, a State bank must have a 
minimum capital of $15,000, if located in a 
city or town with a population not exceed- 
ing 3,000 inhabitants; a minimum capital of 
$30,000 is required of a bank located in a 
city or town where the population is between 
3,000 and 6,000 inhabitants; $60,000 capital 
is required where the population is between 
6,000 and 50,000; and where the population 
excéeds 50,000 inhabitants a minimum capi- 
tal of $120,000 is required to enable a State 
‘bank to enter the Federal Reserve System 
under this provision. 

This regulation further provides that as 
a condition of admission to membership un- 
der the 60 per cent of capital privilege, the 
bank must increase its paid-up and unim- 
paired capital to 100 per cent within five 
years after the approval of its application by 
‘tthe Federal Reserve Board. For the purpose 
of providing for this increase every such 
bank is required. to set aside each year in a 
fund exclusively applicable to capital in- 
crease not less than 50 per cent of its net 
-earnings for the preceding year prior to the 
ipayments of dividends, and if such net earn- 


ings exceed 12 per cent of the paid-up capi- 
tal of such bank, then all the net earnings 
in excess of 6 per cent of the paid-up capital 
are to be carried in that fund until the fund 
is large enough to provide for the necessary 
increase in capital. 

This regulation also carries a provision 
that all banks admitted to membership in 
the Federal Reserve System shall comply 
at all times with any and all conditions of 
membership prescribed by the Federal Re- 
serve Board at the time of their admission 
to the System. This rule covers the techni- 
cal difference between the power of the 
board to prescribe conditions of member- 
ship and the power to prescribe regulations 
governing State member banks. The Board 
is authorized to expel State banks from the 
System for failure to comply with its regu- 
lations but is not empowered to expel State 
banks for failure to comply with conditions 
of membership. But by making a condition 
of membership a regulation the board may 
exercise authority when necessary. 


Par Collection Is Still 
In Doubt 


EGULATION J is contained in the 

new series of 1923. It was to have been 
effective on August 15, 1923, and as amend- 
ed was designed to effect the retention of 
the practice of the par collection of checks 
throughout the System. The essence of the 
regulation is contained in the requirements 
that no Federal Reserve bank shall receive 
on deposit or for collection any check drawn 
on any non-member bank which refuses to 
admit at par in acceptable funds; and that, 
whenever a Federal Reserve bank receives 
on deposit or for collection a check drawn 
by, endorsed by, or emanating from, any 
non-member bank which refuses to admit at 
par in acceptable funds, it shall make a charge 
for the service of collecting such check 
of one-tenth of 1 per cent, the minimum 
charge to be 10 cents for each item. These 
requirements in effect deny the free ser- 
vices of the Federal Reserve System to non- 
member banks who are unwilling to recip- 
rocate in kind. But, as has already been ob- 
served, the final determination of the Board’s 
policy with regard to par collection is still 
in doubt. Regulation L contains the Board’s 
definition of substantial competition in the 
light of the Kern amendment to the Clayton 
Act, which authorized the Federal Reserve 
Board to permit officers of Federal Re- 
serve banks to serve as officers or em- 
ployees of not more than two other banks 
coming within the prohibitions of the Clay- 
ton Act provided that these banks were not 
in substantial competition with the member 
bank. Under the law, if the institutions in- 
volved are in substantial competition, the 
Board has no discretion but must refuse to 
approve of the dual service, but if the in- 
stitutions are not in substantial competition 
the Board is authorized in its discretion to 
grant or withhold its consent. For its guid- 
ance in determining whether banks are in 
substantial competition within the meaning 
of the Kern amendment to the Clayton Act, 
the Board inserted the following statement 
of general principles in regulation L: 


September, 1923 


Substantial Competition 


ad | N general two banks will be deemed to 
be in substantial competition if they 
actually compete for a considerable amount 
of business, i.e., if a considerable portion of 
the business of each is of the same character 
and in doing or seeking such business they 
actually compete for the same customers or 
prospective customers, regardless of whether 
or not it is probable or possible that an in- 
terlocking directorate between them would 
result in injury to the public by making 
credit less available. If the statements of 
two banks show that each has a considerable 
amount of the same class of deposits or 
loans and it appears from the evidence sub- 
mitted that they are so located as to be in 
a position to serve the same customers con- 
veniently, the Board will presume, in the 
absence of evidence to the contrary, that 
they are in substantial competition. This 
presumption may be rebutted, however, by 
any evidence showing that they are not act- 
ually competing for such business, e.g., that 
they actually serve different classes of cus- 
tomers, that the business in question is not 
actually sought by one bank, but is merely 
incidental to its other business, or that com- 
petition has already been eliminated through 
common stock ownership. The existence of 
substantial competition, however, may be 
shown by evidence other than that described 
above.” 

The regulation adds, however, that these 
principles are not intended as a precise defi- 
nition of the term “substantial competition” 
in the consideration of interlocking direc- 
torate, but merely as a broad statement 
and that whether or not substantial com- 
petition exists in any particular is a question 
of fact to be determined in the light of all 
the facts and circumstances involved in each 
case. 

These are the major changes in the old 
Federal Reserve regulations made by the 
series of 1923. Many other alterations were 
effected by the Board by the inclusion or ex- 
clusion of specific words and phrases at 
various points, but in such cases the inten- 
tion of the Board was merely to clarify, 
rather than to bring about the operation of 
new procedure. 


A Good Hunting License 


A BUSINESS MAN hunting in a West- 
ern State had overlooked the duty of 
obtaining the license which is required of 
non-residents. 

In the course of his quest he brought 
down a bull moose. Presently a game 
warden appeared on the scene and demanded 
that the hunter show his license to hunt. 
With presence of mind worthy of any 
hunter in any emergency, he reached into 
his pocket, opened his wallet, displayed an 
A. B. A. Traveler’s Check and said: “That's 
good anywhere!” 

The game warden accepted his statement 
and went on his way, seemingly satisfied 
that the man had a right to kill a moose 
even if he did not possess the license re- 
quired by the laws of the State. 

Travelers checks, like a ready wit, are 
useful in emergencies. 
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Clarification By Definition 


By REUBEN A. LEWIS, JR. 


Ruling on Branch Banking Expected from Comptroller 
Dawes’ Office. Comptroller Seeking a Solution That Is Practica- 
ble as Well as Legal. Reconciliation of Two Groups Is Another 


Objective. 


RULING will be forthcoming from 
the office of the Comptroller of 
Currency that will add another 
interesting chapter to the pro- 

tracted controversy over branch banking. 
It may go a long way toward clearing up 
the dispute which has been raised inter- 
mittently during the past few years as to 
the right of national banks to establish 
additional offices or some sort of a branch 
bank, because Henry M. Dawes, the new 
comptroller, proposes to meet the issue di- 
rectly—to bring clarification by definition. 

Since assuming office in May, Mr. Dawes 
has turned down every application made 
by any national bank for branch expansion. 
In this manner he has served notice on 
the banking world that a change in policy 
might be expected. There are definite in- 
dications that a formal pronouncement, re- 
citing just what a national bank may do 
in the way of establishing extra offices will 
be issued in the early fall. 


Traditional Theory 


6 be new comptroller inherited the branch 
banking issue as a legacy from the pre- 
ceding administration. It was not settled 
by D. R. Crissinger before he was elevated 
to the position of Governor of the Federal 
Reserve Board; Mr. Crissinger apparently 
saved the immediate situation by holding 
that national banks, in States where branch 
banking is not outlawed, might open up 
“additional offices.” Although Governor 
Crissinger was known to be opposed to the 
practice of branch banking, he proceeded 
on the basis of facing realities instead of 
theories—something had to be done to pre- 
vent the withdrawal of important banks 
in large cities from the system. They 
claimed that they could not meet the com- 
petition of banks chartered by the State and 
given the right to establish branches. It 
was to cope with this situation and to ob- 
viate withdrawals on a large scale that 
the comptroller authorized the opening of 
these additional offices. 

While Mr. Dawes is proceeding on the 
traditional theory of the comptroller’s office 
that branch banking is contrary to the let- 

‘ter and spirit of the law, he recognizes that 
the situation calls for a careful interpreta- 
tion of the law so that the rights of banks 
in the system may be safeguarded. At the 
same time a line must be drawn beyond 
which the banks cannot go. For while Mr. 
Dawes is understood to hold that branch 
banks cannot be established he is not un- 
mindful of the urgent call for according 
national banks the right of setting up addi- 


tional offices to match the conveniences of- 
fered by banks outside the system. 


Review 


R. DAWES assumed office while the 

controversy over this phase of bank- 
ing was at its height. The interpretation of 
the law made by his immediate predecessor, 
which permitted certain national banks to 
operate “additional offices” in’ States where 
the State institutions were already engaged 
in branch banking, caused a considerable 
difference of opinion to develop both among 
the bankers and the legal fraternity. Per- 
mission was granted to sixty national banks 
to set up ninety-seven additional offices, 
which, in many cases, actually were branch 
banks operating with full discretionary 
powers. Congress adjourned without taking 
any action to clarify the situation, although 
the administration was prepared to support 
legislation giving the force of law to the 
interpretation, which had been made by the 
comptroller. The opposition to any move 
to legalize branch banking was so strong, 
however, that the proposed legislation never 
advanced beyond the first stage and never 
emerged from the cloister of the House 
Banking and Currency Committee. The 
Supreme Court, to which many had turned 
in hopes that there might be an illuminating 
opinion on the controverted question, dis- 
appointed the banking world. After hear- 
ing the arguments in the case of the First 
National Bank in St. Louis versus the State 
of Missouri, the highest tribunal ordered a 
re-argument of certain points in the case 
and adjourned without passing judgment 
on the dispute. 

It was at this juncture that Mr. Dawes 
entered upon a re-examination of the whole 
question. 

Due to the growth of State legislation 
during the past few years, permitting banks 
chartered by it to engage in branch bank- 
ing, there has been a striking change in 
the situation. Several of the States went 
so far in conferring privileges which were 
denied the national banks that they were 
forced to withdraw from the national sys- 
tem and seek a State charter. To check 
this movement Mr. Crissinger granted the 
right to certain banks in these competitive 
States to establish additional offices. When 
Mr. Dawes came in, the record showed that 
there were ninety-seven of these additional 
offices in existence. There were fears on 
the part of the small independent city and 
country banks that this sanction might ad- 
versely affect or even annihilate them. On 
the other side, great pressure was Leing 
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Growth of Chain Banking Hastens Decision 


exerted by national banks in cities where 
the competing State banks engaged in branch 
banking for ‘a similar extension of this 
service. 


Specific Defmition 


R. DAWES has come to the conclu- 

sion that all uncertainties must be 
removed—that there shall be specific defini- 
tions of what extensions of services a na- 
tional bank may give and what it may not 
give. The comptroller is desirous of ob- 
taining a solution that will be practicable 
as well as legal. He wants to keep the 
important large city banks in the system 
and, at the same time, to remove all fears 
on the part of the country banks that 
they will be ruined by the competition ob- 
taining under the new conditions. That 
the national banks will be denied the right 
to operate branches is a foregone conclu- 
sion. But if the comptroller can find legal 
justification for permitting them to estab- 
lish offices which will enable them to of- 
fer substantially the same conveniences to 
their patrons as are extended by the com- 
peting State banks, he will go a long way 
toward meeting the present objects. The 
real crux of the problem is to define the 
functions which a national bank may per- 
form at these sub-offices without in fact 
becoming a branch bank, 

The reconciliation of the two opposing 
groups is another objective. It is recog- 
nized that any ruling will have to with- 
stand the assaults which the opponents of 
branch banking may be expected to make 
through resort to the courts and by legis- 
lation. One of the reasons impelling the 
comptroller to work out a solution is that, 
unless there is some sort of a reconcilia- 
tion, there may be early action by the next 
Congress which will confine the operations 
of national banks strictly and literally to 
one building. The danger of the passage 
of legislation regarded as ill-advised by 
the comptroller’s office is apprehended and 
action in advance of the convening of Con- 
gress is planned. The need of national 
banks for some form of extension of their 
services to ward off the increasingly keen 
competition of State banks is recognized. 

The problem, in other words, is to out- 
line what business a national bank may 
conduct in another office besides its bank 
building proper and to specify what it cannot 
do without, in fact, becoming a real branch 
bank. A branch bank is considered to be 
an institution which is empowered to do 
anything its parent bank might do. It 
could make inans and accept collateral and 
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would be invested with full powers and 
responsibilities. In contrast with this, an 
additional office would be a sub-office es- 
tablished by the main bank for the con- 
venience of its patrons, who are far removed 
from it. While Mr. Dawes has not indi- 
cated what services he thinks such a sub- 
office could extend, it has been suggested 
that it could only accept deposits, cash checks 
and provide only the purely mechanical ac- 
commodations. Whether such a limitation 
upon the powers of the national banks, re- 
stricting all discretionary activities to the 
bank itself, would satisfy the demands of 
the institutions in those States where the 
competing banks would have a freer hand 
is an open question. Not only must the rul- 
ing quiet the fears of the country bank, 
but the urban bankers must be convinced 
that their needs will be met through such 
additional facilities as they may extend on 
a lesser scope than branch banking. 
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Nothing to Worry About 


eos comptroller is understood to be quite 
confident that the projected ruling will 
convince the country banks that they have 
nothing to be worried over. It is plain that 
the pronouncement will be such as will pre- 
vent the large city banks from encroaching 
on the field of the rural banks, and, if the 
additional offices are denied the right to 
make loans and accept collateral, the inde- 
pendent banks will not be threatened with 
serious losses. 

The task confronting the comptroller is 
complicated somewhat by the fact that, while 
conditions to be met differ in the various 
States, his ruling must be general. This 
precludes the possibility of attacking any 
specific situation unless it can be covered in 
the general pronouncement. However, it is 
understood at the Treasury that the comp- 
troller has determined in his own mind, 
after long and serious study, just what 
can be done under the law and only awaits 


Dr. Stephen I. Miller, recently appointed Education Director of the American 
Institute of Banking. He will deliver an address at the A. B. A: Convention. 
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the necessary aid of the office’s legal ad- 
visors to put the new ruling into effect. 
Were it not for the vacation period, it is 
quite likely that the banking world would 
now know just what his views are. In ap- 
proaching a solution of the problem, how- 
ever, the comptroller has not arrived at 
these conclusions solely through the consul- 
tation of his own counsel. The ideas of 
those on both sides of the controversy have 
been sought and have been weighed care- 
fully. There has been no series of fixed 
conferences with the interested bankers, but 
Mr. Dawes has taken advantage of va- 
rious opportunities presented by the pres- 
ence of representative members of the 
banking fraternity in the Capitol to obtain 
an interchange of opinion. This practice 
has resulted in the dissemination abroad of 
his tentative views and has made it pos- 
sible for him to profit from the criticisms, 
which have followed in their wake. Before 
the ruling goes out, it is probable, how- 
ever, that there will be at least one or 
two hearings of interested associations. The 
present structure of the projected ruling is 
understood to be pliable enough to bend 
and elastic enough to cover the difference 
in conditions in the various localities. 


Loans Up to $250 


ie is quite apparent that, even though the 
restrictions suggested are imposed on 
the national banks, there will not be any 
material change in existing conditions. It 
has been demonstrated that the activities of 
outlying branches of the large city banks are 
more or less limited to check and deposit 
transactions, and the experience of banks 
thas shown that when the small banks have 
been absorbed by the larger institutions, 
there has not been a compensating increase 
in the loans, although the volume of de- 
posits has swollen. Suggestions have been 
made that the sub-offices be permitted to 
exercise the discretionary power of extend- 
ing loans up to $250, but it has been indi- 
cated that this would hardly be consonant 
with the idea of limiting the activities of 
the extra offices to the simple accommoda- 
tions due the depositors. 

While there is no assurance that the Fed- 
eral Reserve system will follow the lines 
laid down by the Comptroller of Currency, 
it is believed here that there will be a 
reaction to the Dawes ruling. The spread 
of chain banking, which has been carried 
on to the fullest extent in California, is 
hastening the time when there will be a 
show-down in the reserve system on this 
point, for there are signs within the board 
of anxiety over the expansion of the chain 
banking activities. The difficulties encoun- 
tered in examining the branches of banks 
within the Federal Reserve system are mani- 
fest, and this problem is the subject of study 
at the present time. It is regarded as sig- 
nificant that the Federal Reserve Board, 
during the past two months, has turned 
down several applications filed by member 
banks for the right to open up branches. 
The existence of definite regulations in the 
national system is expected to have a cer- 
tain influence upon the Federal Reserve 
Board in the shaping of its policies on 
branch banking expansion. 
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Interest on Reserve Balances 


By G. ALEX HOPE 


Free Services Rendered by the Federal Reserve System Are 
Believed by Many to Bring Greater Returns to Member Banks 
Than the Two Per Cent Previously Paid on Balances. Would 
Bring Federal Reserve Into Competition with Commercial Banks. 


RECENT Congressional inquiry 
into the causes of “eligible” banks 
remaining outside the Federal 
Reserve System brought to light 

the fact that a number of them, especially 
in midwestern and agricultural districts, re- 
sent the necessity of keeping reserve bal- 
ances with the Federal Reserve Banks and 
receiving no interest on them. Some banks 
listed this as the sole reason for their fail- 
ure to join the System, while others named 
it as a contributing factor. Taken as a 
whole, these banks are apparently under the 
delusion that the Federal Reserve System 
would take their all without giving any- 
thing in return, and while it is not to be 
presumed that the author of this article be- 
lieves the Federal Reserve System entirely 
free from error, a purely neutral analysis 
brings the conviction that the above belief 
is untenable. 

Prior to the enactment of the Federzl 
Reserve law of December 23, 1913, such 
notable defects as inelasticity of credit, 
decentralization, a cumbersome transfer sys- 
tem and a defective government depository 
plan existed in our American banking 
system. The Federal Reserve Act, after 
alleviating the major difficulties occasioned 
by these four defects and thereby enabling 
banks to render better and more complete 
service to their.customers, provided specific 
“free services” for members, at consider- 
able cost to the Federal Reserve Banks, but 
entirely free to those who joined the System. 
Performance of these functions is believed 
by many to bring greater returns to mem- 
bers than the 2 per cent. previously paid on 
balances. 


Free Services 


ROMINENT among these services, 
which are now indispensable to Ameri- 
can banking practice, is the wire transfer 
of funds, available for member banks 
and their customers between all important 
cities. This service secures immediate 
availability of funds in any part of the 
country without cost to member bank or 
individual. Its operation has proved a 
distinct trade stimulant by giving capital 
greater mobility. The extent of its use can 
be gauged from the fact that during 1920 
wire transfers at the Federal Reserve Bank 
of New York alone aggregated $17,021,- 
509,374." 
Another service to member banks is that 
of custody, wherein securities of members 
are given safekeeping and, if desired, cou- 


1During 1919 the total in that district was 
$18,245,250,181; in 1918, $19,384,371,849. 


pons are clipped and credited to the banks’ 
reserve accounts or forwarded to the banks 
themselves. This service, in addition to 
providing safety for securities over long 
periods of time, gives the banks that use it 
the advantage of having securities ready in 
case rediscounts are desired on short notice. 
More than that, it eliminates the expense 
and risk of sending securities back and forth 
through the mails when rediscounts are to 
be made or when they expire. 

While it is difficult to find a yardstick for 
this service, the extent of it can be gauged 
by the fact that the Federal Reserve Bank 
which ranks seventh among the twelve in 
total earning assets held, at the close of 
business on August 16, 1923, securities to 
the value of $26,125,736.95 belonging to 
the member banks in that district. 

Before the advent of the Federal 
Reserve, banks in need of currency or coin 
received it from their correspondent or the 
nearest sub-treasury, paying all costs of ship- 
ment and insurance. Today they receive 
equally prompt service from the Federal 
Reserve Banks and all costs incident to ship- 
ment, including insurance, are borne by the 
Federal Reserve, which spent $1,078,518 for 
currency and coin shipments in 1922. 


Clearing Members 


UTSTANDING among the free ser- 

vices of the Federal Reserve is its 
clearing system, operated for the conve- 
nience of members and for non-members 
who, by maintaining with the Federal Re- 
serve Banks a “clearing balance,” become 
“clearing members.” Full fledged members, 
however, maintain no balance whatever for 
this purpose, so that the cost of handling 
clearing and transit items is borne entirely 
by the Federal Reserve Banks. 

Under the old method of indirect rout- 
ing of checks, not only banks but their 
customers suffered loss because of the tre- 
mendous amount of “float.” The present 
scheme of direct routing and the inter- 
district clearances by wire have reduced this 
loss to a minimum and given funds their 
maximum mobility. The cost of handling 
transit and clearance items in the district 
previously mentioned (ranking seventh in 
earning assets) excluding overhead and 
inter-district telegraph operations, for the 
twelve months ending June 30, 1923, was 
$149,620.12, all of which was borne by that 
Federal Reserve Bank itself. 


2In addition to this the 12 Federal Reserve 
Banks absorbed during 1922, costs of $434,179 for 
redemption of currency for members, including 
shipping charges, and $139,392 for security ship- 
ments. 
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Reserve Requirements 


RAMERS of the Federal Reserve Act, 

by providing for this increased mobility 
of funds and for the pooling of the country’s 
banking resources, felt that the improve- 
ment of these two phases of banking justi- 
fied a reduction of reserves. Because of the 
relative immobility of capital under the Na- 
tional Bank Act, banks had been compelled 
to maintain large reserves. Comparative 
percentages on demand deposits before and 
after 1913 are shown in the following table: 


Nat. Bank F. R. 

Act Act 
Central Reserve City Banks.. 25 13 
Reserve City Banks 10 
Country Banks 7 


Competition with Members 


— advantages of these heavy reduc- 
tions in reserve requirements and the 
free services the Federal Reserve Bank 
renders would be sufficient in themselves to 
offset the comparatively small amount of 
interest previously paid on balances, but in 
addition to these there is a single and more 
fundamental reason than the sum total of 
those already mentioned. It will be recalled 
that the findings of the National Monetary 
Commission, after intensive study of Amer- 
ican banking problems and of all the bank- 
ing systems of Europe, favored a system 
for the United States that would be a great 
reservoir in time of emergency, would ex- 
ercise the minimum of jurisdiction con- 
sistent with safety and would in “no wise 
compete with commercial banks them- 
selves.” 


Would Not Help Members 


ie even a very low rate of interest were 
paid on reserve balances, it is axiomatic 
to assume that the amounts thus held would 
increase very sharply’, instead of being kept 
near the minimum, as is now the case. These 
additional funds would not, from a practical 
viewpoint, enable the Federal Reserve Banks 
to augment their discounts to members, for 


2 One-half of these reserves could be deposited 
in any certral reserve city bank. 


4 Three-fifths of this amount could be kept on 
deposit in a reserve city or central reserve city 
bank. Money deposited by a country or a reserve 
city bank in a central reserve city bank was 
treated by the latter just as an ordinary deposit 
and dangerous pyramiding resulted, as only 25% 
Fad — deposits were actually required to be on 
and. 


5\Member banks’ reserve account of the 12 F. R. 


Banks combined on Aug. 8, 1923, totaled $1,860,- 
022,000. 
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whenever the members were in need of 
funds their first move would be to withdraw 
surpluses, 

The only reasonable alternative, then, 
except when there was abnormal demand 
for rediscounting, would be for the Federal 
Reserve Banks to expand their open market 
operations, buying large blocks of short- 
time paper in the form of commercial 
paper and bankers’ bills. The result of 
such a policy would be a much broader 
market for bills of this type and a conse- 
quent tendency on the part of firms gen- 
erally to increase their issues of commercial 
paper in lieu of borrowing from banks. 


Would Increase F. R. Assets 


FROM the point of view of the Federal 
Reserve Banks this would be highly ad- 
vantageous, for it would increase their total 
earning assets and consequently their net 
profits. From the member banks’ view- 
point, however, it could be looked upon only 
an invidious intrusion, for it would mean 
irretrievable business loss to them. Fur- 
thermore, the Federal Reserve Banks’ gain 
in net profits would not be reflected in any 
greater cash distribution to members, for 
the Federal Reserve Banks are not only 
earning and paying the maximum dividend 
provided by law, but have accumulated huge 
surpluses® that assure the continuance of 6 
per cent dividends on their stock for some 
years. Consequently most of the additional 
“net” would, as the law provides, go into the 
United States Treasury in the form of a 
franchise tax, and the government would, 
in effect, be competing with private business. 


A Doubtful Policy 


LTHOUGH some banks see, by a cur- 

sory examination, an evil in the Federal 
Reserve’s failure to allow interest on re- 
serve balances, it is reasonable to assume 
that the free services rendered and the 
reduction in reserve requirements in vogue 
since the passage of the Act fully compen- 
sate member banks for whatever loss is 
.occasioned by maintaining balances without 
return on them. Those who, after examin- 
ing that much of the evidence, are still un- 
convinced, find fundamental proof in the 
fact that payment of such interest would 
not only set a dangerous precedent in gov- 
ernment interference with private enter- 
prise, but would actually bring about unjust 
and detrimental competition to both member 
and non-member banks. 


On Dec. 27, 1922, the total paid-in capital of 
the 12 F. R. Banks was $107,256,000; surplus, 
$215,398,000. Section 7 of the Act provides that 
after the surplus shall have reached 100% of the 
subscribed capital (twice the paid-in capital) not 
more than 10% of the annual net earnings can 
be paid into surplus account. The remainder goes 
to the government as a franchise tax. 


The annual per capita fire waste in the 
United States is eight times as great as 
Europe’s per capita loss; the reason is that 
Europe enjoys better construction, less care- 
lessness and increased responsibility as re- 
gards property owners. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


September, 1923 


Paying Debts By Legislation 


MID all of the proposals for special 
legislation designed to right economic 
maladjustments it should be helpful to 

keep in mind that the fundamentals of busi- 
ness do not change, and that mere reading 
matter on statute books cannot change these 
fundamentals. A full generation ago when 
a considerable portion of the country was 
fascinated by a vision of the blessings sup- 
posed to flow from unlimited coinage, 
Arthur B. and Henry Farquhar published 
a book “Economic and Industrial Delu- 
sions,” in which was discussed the error of 
a proposition that even today, like the 
ancient confidence game, is offered to men 
as a means of bettering their condition in 
life. Discussing “legislation in favor of 
the Debtor” the authors said: 

“How can it be better for borrowers as 
well as for lenders, that debts should be dis- 
charged in full according to the contract? 
Surely the former class must gain by any 
legislation which lightens the debt? No, 
not as a class, and in the long run. 

“Tt may readily be granted that to poor 
John Doe, whose little farm is under a 
thousand-dollar mortgage, any act which 
enabled him to clear himself by paying a 
value that he could call a thousand while 
it cost only eight hundred, would be a 
great relief at the moment; but how about 
his neighbor, Richard Roe, who might be 
obliged to borrow money on another farm 
at that very time? 

“How about Doe himself, who might 
have to renew his mortgage, or raise more 
money by the same means? 

“It is certain that the terms on which 
this could be done would become decidedly 
less favorable to the debtor. If the con- 
ditions are made by law in any way dis- 
advantageous to ‘the lender, there will inevit- 
ably be fewer lenders, and less money avail- 
able to borrowers; the law of demand and 
supply will therefore work adversely to the 
latter. 

“This adverse working is brought about, 
of course, by adjustment of the interest on 
money, a name denoting what its holder has 
to be paid for the difference between its 
present value to him, and that of his 
expectation of it a year hence. Any act or 
law which scales down debts, has neces- 
sarily the effect of impairing the confidence 
of the man with money to lend, that the 
value he is to receive next year will be as 
much as he gives this year; ‘the difference 
between present value of present money and 
of future money will therefore be higher, 
and must be met by higher interest. Or, if 
the higher interest cannot be paid, the 
would-be borrower must suffer the refusal 
of a loan, and thus, as an indirect conse- 
quence of the very act by which he expected 
to benefit, must have to complain of hard 
times. 

“Tt thus appears that legislation for the 
relief of those who have borrowed is legis- 
lation adverse to those who would borrow, 
and favors the ‘debtor class’ of today at the 
expense of its successor tomorrow. Would 
not an act which favored the creditor, by 
adding to the value of his investment, have 
an exactly contrary tendency? 

“Would not the necessary effect of such 


an act be to increase the money at the dis- 
posal of those in temporary need of it, and 
thereby to render easier the conditions on 
which it is to be had? Must not the rate 
of interest fall when two lenders have to 
run after each borrower, as certainly as it 
rises when each lender is sought by two 
borrowers? 

“I do not insist that our National Legis- 
lature should be driven into passing acts 
of the kind suggested by these questions, 
but I am quite justified in asking that the 
points brought out by them should receive 
due consideration, along with those made on 
the other side. 

“It may be believed and quite a strong 
case may be made out to support the belief, 
that there would be more good than harm 
in legislation increasing value of invest- 
ments—legislation openly favoring the 
‘creditor class.’ It has already been shown 
that such legislation would bear hard only 
on those already in debt and not on any 
who are hereafter to be in debt; so that we 
have to consider only the effect on present 
debts. 

“Who, then, form the most important 
part of the ‘creditor class’ in our country? 
‘Bloated’ holders of the bonded debt of the 
Government ? It is safe to say 
that for every creditor of this class there 
are a hundred investors in savings banks, 
building associations, etc., whose small 
saving, the result of years of toil and self- 
denial, is absolutely at the mercy of legisla- 
tion affecting the value of the dollar; or a 
thousand working men in arrears of wages, 
whose reward must be depreciated by de- 
basement of the standard—who can only 
claim the same nominal sum from their 
employers, that is to say, and have to suffer 
hy the diminished purchasing power of that 
sum if the unit of reckoning is debased. 

“Working people are uniformly creditors, 
to an extent not generally known or real- 
ized. It has been estimated that the amount 
due them averages fully a hundred million 
dollars (written in 1903) ; 20 per cent coin- 
age debasement would result in a direct 
and immediate loss to this class, least able 
to bear it, of over twenty million dollars 
on account of wages due. 

“The contrast between ‘poor debtor’ and 
‘rich creditor’ is one often drawn in poetry 
and rhetoric, and with respect to some kinds 
of debt that contrast really exists; but it is 
a great mistake to suppose that it exists 
generally. The very poor are not debtors, 
because they can obtain no credit; they are 
often creditors, because they are obliged 
to submit to that condition. Notwithstand- 
ing our natural sympathy with the cries of 
those who have debts to pay, we must re- 
member that it is not among them that we 
must look to find the poorest and most 
wretched. Legislation to relieve them is no 
aid to the class of our population most in 
need of relief.” 

“The people cannot look to legislation 
generally for success,” says President Cool- 
idge. “Industry, thrift, character are not 
conferred by act or resolve. Government 
cannot relieve from toil. It can provide no 
substitute for the rewards of service.” 


London’s “Big Five” Banks 


By LELAND REX ROBINSON 


American Trade Commissioner, London 


NoF undamental Changes After Greatest Financial Strain 
Any Money Center Has Experienced—Most Highly Concentrated 


Banking System Served During Period of Stress. 
for Further Concentration. 


T is a high tribute to the soundness of 

British institutions that the greatest 

financial strain to which any money 

center has ever been subjected has been 
weathered, with almost no fundamental 
changes of structure. Nevertheless, the 
war and after-war periods have seen a 
number of significant developments bearing 
upon foreign-trade financing which it is 
the purpose of this chapter to discuss. 

By a process of absorption, amalgama- 
tion and affiliation, the great British banks 
have been continuously strengthening and 
broadening their position from 1917 to 1921, 
and it was only in 1922 that this feverish 
activity toward extension reached a definite 
lull, The joint-stock banks are now taking 
advantage of the comparatively slack in- 
dustrial and trade demands to consolidate 
their newly won positions and to perfect 
their organization. 

The absorption of provincial banks by 
the larger companies in the joint-stock group 
is a story familiar to any observer of Brit- 
ish banking in the last fifty years. The 
great banks, in extending their territorial 
influence, have spread out from London 
to all parts of the country, taking over the 
old established private banks and the pro- 
vincial joint-stock companies. As a conse- 
quence, the United Kingdom at the outbreak 
of the war was served by the most highly 
concentrated banking system in the world, 
even the smallest towns often boasting more 
than one branch of great London banks. 
Moreover, the retention of the former staff 
of the private bank taken over has resulted 
in the greatest degree of personal considera- 
tion consistent with such extensive operation. 


New Motives 


8 er last year or two of the war brought 
a different set of motives for further con- 
centration. The rise of prices, the feverish 
activity of industries stimulated by war 
demand, the extensive credit arrangements 
undertaken by the Allies, the British domin- 
ions and colonies, and the anticipation of 
enhanced trade following the declaration 
of peace impressed the leaders of British 
banking concerns with need of further con- 
solidating their position. Whereas the old 
movement was directed toward covering 
a broader geographical area, the recent steps 
toward centralization were intended to fur- 
nish business men with credit needed for 
their higher costs and larger turnover, and 


to afford them more direct facilities for 
foreign business. 


Smaller banks had found it difficult, es- 
pecially during 1919 and early 1920, to give 
their country clients the full lines of credit 
which they could legitimately claim. The 
absorption of local institutions has enabled 
the big banks to put their strength back of 
local needs, thus making it unnecessary for 
merchants and manufacturers working on a 
large scale to split their accounts. 


The Credit Circle 


_ has been a feeling during recent 
years in powerful British banking circles 
that the foreign institutions were encroach- 
ing somewhat too freely upon business do- 
mestic in its origin. A desire to afford 
all-British facilities has been coupled with 
the conviction that the interests of British 
business men would be better served there- 
by. The great banks have actively taken 
up the foreign exchange and acceptance 
business and have enlarged their direct for- 
eign and colonial interests. Thus a manu- 
facturer of a provincial town may deal 
directly through the local office with a bank 
that can intelligently arrange for the entire 
scope of his overseas service. This has not 
meant a diminishing importance for foreign 
or British banks specializing in certain over- 
seas areas. It has involved the closer affilia- 
tion of the joint-stock banks with such 
institutions in order that the credit circle 
may have fewer gaps to bridge. As for the 
latter, it may be said that in the last few 
years activities have been more exclusively 
in the foreign-trade field, which they were 
primarily organized to serve. 

The following quotation from the Man- 
chester Guardian Commercial of July 13, 
1922, states the present position of the “Big 
Five” : 

Head and shoulders above the rest of London 
joint-stock institutions stand of course, the five 
banks now known as the “Big Five”—Barclays, 
Llyod’s, the London County Westminister & 
Parr’s, the London Joint City & Midland, and 
the National Provincial & Union. What were in 
1913 seventeen separate concerns are now merged 
in these five banks, and their present-day impor- 
tance may be measured by the fact that, while in 
1913 the combined deposits of the five parent 
banks of the modern “Big Five” amounted to 
£399 millions out of a total for the United King- 
dom of £1,070 millions, or 37 per cent., by the 
end of 1921 this percentage had increased to 66, 
and the deposits of the “Big Five” accounted for 
£1,644 millions out of a total of £2,479 millions 
—and even these figures take no account of the 
affiliated banks. Again, the 10 banks which are 
members of the London Bankers’ Clearing House, 
whose membership just before the war was seven- 
teen, account among them for some £1,850 mil- 
lions out of those 2,479 millions of deposits, that 
is, for over three-quarters of the whole, the re- 


maining one-quarter being almost wholly the 
deposits of the Scottish and Irish banks. 
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New Motives 


Bank of England’s Shareholdings. 


Serve the World ”’ 


NGLISH and Scottish banks have lat- 

terly taken a much greater interest in 
foreign operations, as the many recent af- 
filiations with overseas companies and the 
new foreign agencies and subsidiary banks 
will testify. The leaders in this have, of 
course, been the London joint-stock banks. 
This linking-up process, both internal and 
external, has of late been so pronounced 
that Sir John Ferguson of Lloyd’s Bank 
has recently declared of the joint-stock 
banks: “Yesterday we served our own 
country, today we serve the world.” 

Preparations for increased foreign activ- 
ity and better coordinated domestic service 
has had its reflection in the Bank of Eng- 
land. The policy of the central bank now 
favors a greater continuity and a broader 
basis of administration. 

It is significant that several officials of 
overseas banks have recently been elected 
to the directorate of the Bank of England. 
Its court now includes officers of the Brit- 
ish Trade Corporation, and the Hong Kong 
and Shanghai Banking Corporation, as well 
as one or two dominion representatives. 
These are the first members of official 
staffs to hold such positions; and they have 
entered the directorate at a time when re- 
lations of a closer and more personal char- 
acter were being formed with other power- 
ful banks. Continuity of policy is promoted 
by the recent break in the Bank’s tradition 
of changing governors at two-year intervals. 
It is such changes as these in the policies 
of England’s venerable Bank that lead the 
London Times to hope for steady progress 
“toward the goal of a compact and coordi- 
nated imperial banking system.” 


A Shareholder 


XIGENCIES of the war have also led 

the Bank of England to become a share- 
holder in other banks for the first time 
in its history. It now controls the new 
Anglo-Austrian Bank, which was organized 
in the early months of 1922. This is an 
English limited company, formed to take 
over the business of the old Anglo-Austrian 
Bank, whose London establishment was 
sequestered early in the war because of 
its enemy domicile. The large sterling lia- 
bilities of the latter bank were mainly to 
the Bank of England, which with Govern- 
ment backing, had guaranteed the ultimate 
payment of many premoratorium bills, thus 
stabilizing the London market in the un- 
settled days of 1914. The organization of 
the new bank provides for shareholders ot 
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the former by exchange of stock, and pro- 
tects the Bank of England’s interest by 
certificates of indebtedness and a block of 
ordinary stock. The domination of the 
Bank of England is organic, as the latter 
nominates four members of the board of 
directors and is placed in perpetual con- 
trol by the Articles of Association. The 
new Anglo-Austrian Bank in turn con- 
trols the new Anglo-Czech Bank, formed 
to take over the branches of the former 
Anglo-Austrian Bank in Czechoslovakia. 
The Anglo-Czech Bank is a Czech institu- 
tion, with head office in Prague; but, in 
addition to the Bank of England, it has the 
support of powerful British interests. Both 
the parent and the Anglo-Czech Bank now 
have London offices. 


Popularized Shares 


ARGE-SCALE banking, is of course, 

only the counterpart of large-scale busi- 
ness. The growth of industrial combines 
must be attended by greater banking units 
needed to afford the credit, and this is espe- 
cially the case in a small but highly indus- 
trialized country, where there are no legal 
restrictions on branch banking and _inter- 
locking directorates. To this should be 
added the greater demand, in proportion 
to turnover, which resulted from war’s 
soaring prices, and the need of longer cred- 
its because of labor delays, slow payments 
and rail congestion. 

The increase in banking capital which 
this post-war movement necessitated ‘has 
been effected in part by various steps to 
popularize bank shares. While these have 
long stood as among the most conservative 
investments in the United Kingdom, the 
large denomination and the concurrent lia- 
bility have prevented their appeal to any 
but the more experienced and well-to-do, 
who were indifferent about the immediate 
marketability of their holdings. 

The liability of the bank shareholder 
has been twofold. In the first place, he 
was responsible for further “calls” in pro- 
portion to his holdings, to give the bank 
added working capital. Secondly, there was 
usually an added liability in the event of 
liquidation. ‘These are known, respective- 
ly, as the “callable” and the “reserve” lia- 
bility, and the responsibilities connected with 
different stocks were not generally under- 
stood. Moreover, it has been established 
that the liability of the holder may not 
always be shifted by quick sale. For these 
reasons the large banks, when providing 
fresh capital for broader operations, have 
lately sought to realize on the general con- 
fidence they enjoy by offering shares of 
manageable amount and abolishing or re- 
ducing the uncalled and reserve liability. 
This is particularly the case in the realm 
of overseas and foreign banking. 

With the exception of the National Pro- 
vincial and Union, the reserve liabilities of 
which are somewhat heavier, the low par 
value of the shares of every one of the 
“Big Five” place them within the reach of 
the small investor who learned to handle 
securities during the war period. The un- 
called liability of practically all the leading 
institutions is now nominal only. The lia- 
bility among several has been materially 
reduced during the last two years, and the 
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recent strengthening in gilt-edged invest- 
ments reduces the weight of the liability re- 
maining in proportion to the increase in 
the price of the stock. 

A careful examination of the leading 
banks operating in the colonies, dominions, 
and foreign countries will show that fully 
two-thirds of them have no outstanding lia- 
bility. In the recent development of over- 
seas banking the principle of reserve capital 
does not appear to the extent common among 
domestic institutions. It is also interesting 
to note the low par value of overseas 
banking shares, which must more and more 
be issued with the middle-class investor in 
mind. 


Forces Not Spent 


S a result of recent amalgamations, the 

banks of Great Britain now present a 
picture of unstable equilibrium, in which 
the most powerful institutions of their kind 
in the world work side by side, with a 
rapidly diminishing number of independent 
private and provincial joint-stock banks. 
It is difficult to say whether this centraliz- 
ing movement has yet spent its force, and 
how many of the remaining old-time houses 
may be absorbed in the next few years. 
Roughly speaking, the “Big Five” now show 
between 45 and 50 per cent of the total 
resources of British banks represented in 
London. Even exclusive of the private and 
the Scottish and Irish banks, this figure 
reaches the gigantic sum of £3,700,000,000, 
which is approximately distributed as fol- 
lows: 
Per cent. 

3.80 


54.00 


Group A. The Bank of England 

Group B. Principal English joint-stock 
banks (the “Big Five” 47.25 per cent.)... 

Group C. Principal banks, organized under 
the English companies acts, or Royal char- 
ter (head office, London), and operating 
primarily in the dominions 

roup D. Principal banks organized under 
the English companies acts or Royal char- 
ter (head office, London), and operating 
primarily in certain foreign areas 

Group E. Principal banks organized under 
English companies acts, or Royal charter 
(head office, London), for the purpose ot 
promoting foreign trade generally 

Group F. Important dominion banks organ- 
ized under dominion acts, or charters, and 
maintaining offices in London 


9.75 


Of the total assets (or liabilities) of banks 
in the British Empire (or at least those 
important enough to have a London office), 
five banks, therefore, control from 40 to 50 
per cent; and among the English joint- 
stock banks they carry over 85 per cent of 
the resources. These figures should not, of 
course, be taken as an accurate index of the 
power of banks operating in London. They 
are not all-inclusive, while on the other 
hand the inclusion of the Bank of England 
involves some duplication. Resources of 
banks are to a limited extent represented 
by deposits at the Bank of England, as 
well as among themselves. 


Examiner Becomes President 


H. M. Johnson, examiner of the Indianapolis 
Clearing House Association, has resigned to become 
president of the Fayette Bank and Trust Company 
at Connersville, Indiana. Wm. P. Flynn, hitherto 
assistant examiner, has been designated acting 
examiner. 

(Mr. Flynn served as assistant examiner in this 
clearing house from the first of September, 1921, 
= to which time he was an assistant national 
for the seventh Federal Reserve 

istrict. 


September, 1923 


Frank W. Simmonds 


Deputy Manager 


RANK W. SIMMONDS of New York 

City has been appointed a deputy man- 
ager of the American Bankers Association 
to succeed George E. Allen, who retires 
after twenty years of service. 

As deputy manager, Mr. Simmonds will 
act as secretary of the State Bank Division, 
which gives particular attention to the in- 
terests of the State incorporated institutions. 

Mr. Simmonds comes to the Association 
from the Chamber of Commerce of the 
United States, in whose service he has for 
several years been employed, first, as field 
secretary and then as manager of the East- 
ern District, embracing 18 states, with head- 
quarters in New York. 

Largely a product of the West, and par- 
ticularly the State of Kansas, where he 
was successively a student, teacher in rural 
and city schools, superintendent of city 
schools, and member of the State Board of 
Education, Mr. Simmonds has an intimate 
knowledge of the problems confronting agri- 
culture, to which the State Bank Division is 
giving particular attention. He will begin 
his work with the American Bankers Asso- 
sociation September 15. 


Senate’s Gold Inquiry 


ENATOR TASKER L. ODDIE, chair- 

man of the Senate Commission of Gold 
and Silver Inquiry, announced the appoint- 
ment of Fletcher Hamilton of San Fran- 
cisco, California, to represent the com~ 
mission in the conduct of hearings in the 
western gold and silver producing States 
for the purpose of developing first hand 
information upon the condition of the 
industry. 

Mr. Hamilton was minerologist of the 
California State Mining Bureau for over 
ten years, and he has had practical experi- 
ence in mine operation and engineering in 
the States of Arizona, Nevada and Montana, 
as well as in California, and is familiar 
with general western conditions. 

The activities of the commission are 
being directed along lines which will de- 
velop the causes of the continuing decrease 
in gold and silver production and the de~ 
pressed condition of the industry. 


= 
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Federal Warehouse Receipts 


By C. B. SHERMAN 


U. S. Department of Agriculture 


Operation of the Warehouse Act Which Was Framed 
Primarily to Enable Depositors of Cotton, Grain and Other 
Commodities to Obtain Receipt Whose Value Would be Recog- 
the Owner Presented the Paper at the Bank. 


nizable When 


ANKERS’ associations throughout 
the South and some bankers in 
other regions are doing valiant 
missionary work in placing the 

benefits of the Federal license before the 
warehousemen and farmers of their terri- 
tories. 

The New Orleans Clearing House Asso- 
ciation is among the largest to record its 
specific endorsement recently: 

RESOLVED, That the New Orleans Clear- 
ing House Association recognizing that Fed- 
eral Bonded Warehouse Receipts are preferable 
for collateral purposes, and that the safeguards 
offered by the Federal Warehouse System 
through its selection in admitting warehouses 
into the system, its supervision and inspection 
of warehouses and the bonded responsibility of 
the warehousemen, are to the interest of finan- 
cial institutions handling warehouse collateral 
as well as the patrons of such warehouses, in- 
cluding producers and merchants, hereby ex- 
presses itself as favoring the licensing of ware- 
houses under the United States Warehouse Act 
and urges upon warehousemen in the State of 


Louisiana to operate their warehouses under 
this statute. 


The Federal International Banking Com- 
pany has followed closely with a similar 
resolution, which was directed to all ware- 
housemen of the South rather than to 
those of any one state. The Little Rock 
Clearing House Association is also on rec- 
ord with a resolution of endorsement ad- 
dressed to the warehousemen of Arkansas. 

This recognition and endorsement is a 
natural outgrowth of the successful opera- 
tion of the United States Warehouse Act 
during the past few years. At its last 
annual meeting the American Bankers As- 
sociation recognized the years of endeavor 
that had preceded the general recognition 
of the advantages of the law by means 
of the report of the sub-committee of the 
Committee on Commerce and Marine. 

“The United States Warehouse Act is 
just now coming into its own,” states that 
report, in part, “and the producer, the 
banker and the public generally will be 
materially benefited by this piece of legis- 
lation. Certainly it has opened a great deal 
of credit to the producer, which he would 
not otherwise have had, and it also guards 
the interest of those who make loans with 
warehouse receipts covering agricultural 
products as collateral. Your committee 
wishes to commend the Act to your con- 
sideration and believes its many advantages 
will be of growing benefit to the country.” 


Provisions of the Act 


HE Act was framed primarily to en- 
able depositors of cotton, grain, tobacco, 
wool and certain other agricultural prod- 
ucts to secure receipts of recognized value 


and to furnish them to bankers and others 
when financing is necessary, thus insuring 
orderly marketing throughout the year. 
Warehouses suitable for the storage of such 
products may be licensed by the Secretary 
of Agriculture if satisfactory bonds can 
be given, and they must be subject to Fed- 
eral inspection and supervision. 

Initial investigation of the warehouse and 
the warehouseman is thorough. The ware- 
fhouse must be of a satisfactory type, and 
the warehouseman must be known to be 
of unquestionable integrity and a compe- 
tent warehouse manager. Classifiers, in- 
spectors, graders, weighers and all other 
regular workers connected with the respon- 
sible operation of the warehouse, or the 
preparation and care of the products when 
stored, are subject to this initial investi- 
gation to determine fitness. 

Subsequent inspection is made at least 
four times a year without notice and covers 
all of the points examined before issuance 
of the license, and a great many more. 
Books of receipts and cancellations are also 
checked. If the warehouses do not main- 
tain the required standards, the Federal 
license is cancelled. 

Receipts issued by licensed warehouses are 
of uniform character. They show weight 
and grade, describe the commodity accurately 
and give such other information as amount 
of advances and charges made by the ware- 
houseman against the products, amount of 
bond of warehouseman and whether the 
products are protected by insurance. 

The Act requires that all grades of 
products mentioned in these receipts 
be stated in accordance with the of- 
ficial standards established by the 
United States whenever such stand- 
ards exist. Mandatory official stand- 
ards have been promulgated for cot- 
ton, wheat, shelled corn, oats and rye, 
and for wool when so stored; permis- 


Warehoused and unwarehoused bales of cotton. 


sive standards have been published for rough 
and milled rice, and official work on tobacco 
standards is under way. 


Preferred by Bankers 


ANY bankers recognize the superior 

value of these receipts by making 
loans on the basis of the actual commercial 
value of the commodity represented and 
extending credit for such length of time 
as will allow the product to be placed on 
the market in a well-regulated way. The 
number of these bankers is increasing as 
the work becomes better known through 
education and through results. Several of 
the Federal Reserve Banks of the South 
have taken an active part from the first in 
influencing warehousemen to become li- 
censed and bonded under the law. 

In 1921 W. P. G. Harding, the governor 
of the Federal Reserve Board, wrote, “These 
features are such as tend to make the ware- 
house receipt issued by warehousemen li- 
censed and bonded under the United States 
Warehouse Act attractive to conservative 
bankers as collateral security for loans.” 
The War Finance Corporation has consist- 
ently recognized the value of the Federal 
warehouse receipts and has invariably ac- 
cepted them as collateral when making 
their loans. The Federal Farm Loan Board, 
which is administering the recently enacted 
Intermediate Farm Credits Act, has indi- 
cated in its preliminary rules that Federal 
warehouse receipts are to be accepted. 

(Concluded on page 154) 


Bale to right was stored m ware- 


house. Bale to left remained exposed to weather for six months, causing loss of 86 
pounds of cotton. 
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Charting Business Conditions 


By D. RICHARD YOUNG 


Graphic Method a Time Saver. Its Increasing Use in Busi- 


ness. 


A Practical System for Bankers. 
Production, Commerce and Finance. 


Suggested Records of 
Not a Difficult or Com- 


plicated Operation, But Easy to Start and Keep Going. 


NCREASING interest is being taken by 

bankers in the use of graphic charts 

for recording general economic and 

business conditions. The banker in 
each community is regarded as headquarters 
for reliable information regarding the busi- 
ness situation. Every day his clients ask 
his advice in connection with the planning 
of their ventures. 

This responsibility has fallen to bankers 
for generations, but only in recent years 
has developed this general use of graphic 
charts to aid them in keeping track of the 
workings of our present complicated eco- 
nomic and social structure. : 

Briefly stated, the value of a chart is 
that it presents certain facts, usually based 
on a great mass of detailed figures, in a 
simple condensed form. 

Figures, themselves, are a system of ab- 
breviated writing. The bank’s client, Mr. 
X, may be the owner of 160 acres of 
land, several farm buildings, 100 head of 
cattle, etc., which by means of our system 
of figures and currency are all reduced to 
a half-dozen items on his balance sheet. 


Figures in Shorthand 


jon use of the graphic chart is just 
one step further. It shows the bulked 
and boiled-down figures’ in simpler form. 
Moreover, when in this style, the mind can 
actually grasp them more clearly and ac- 
curately than when listed in long, impos- 
ing columns of statistics. 

There is a psychology about graphic pres- 
entation which is significant and which 
business cannot afford to ignore. Through 
tabulation, facts are only imperfectly visu- 
alized. Relations do not stand out; they 
remain abstract. Graphically, however, re- 
lations are seen; there is an appeal to the 
eye as well as to the intellect. Graphic 
presentation is not meant to replace tab- 
ulation, but rather to complement it. 

The greatest value, however, is the right 
perspective that a chart gives. If a news- 
paper reports, for example, that 1500 con- 
cerns in the United States failed in the 
previous month, it may seem an ominous 
sign to the reader; “business is on the 
rocks.” But then again, considering the 
total number of concerns in business, per- 
haps this number of failures represents only 
a very small percentage. How does last 
month’s figure compare with other months, 
and other years? 

One needs the complete picture. This is 
just what the chart supplies. A single fact 
may be important and absolutely accurate, 
yet have no real significance, unless it is tied 
up with the general record of the facts. 


If it were generally recognized how much. 


depends upon the methods of presenting 
facts, as compared with the facts them- 
selves, there would be a still greater in- 
crease in the use of graphic methods of 
presentation. Unlimited numbers of re- 
ports, magazines and newspapers are now 
giving us reams of quantitative facts. If 
the facts were put in graphic form, not 
only would there be a great saving in the 
time of the readers, but there would be 
an infinite gain to society, because more 
facts could be absorbed with less danger 
of misinterpretation. 


Save Space, Help Reasoning 


methods usually require no 
more space than is needed if the facts 
are presented in the form of words and 
figures. In many cases the graphic method 
requires less space, and there is, besides, 
the great advantage that with charts facts 
are presented so that the reader may make 
deductions of his own, while when words 
and figures are used the reader must usual- 
ly accept the ready-made conclusions handed 
to him. 

Charts have a bright future, but a rather 
shady past. They have a number of preju- 
dices to live down because of certain uses, 
or misuses, that were made of them in 
former years. These faults were partly 
because of the types of charts published, 
but even more so because of the mistaken 
notion of the function of the chart. 

There are still some people who think 
that the principal use of a chart is to 
forecast business conditions. As a result 
of this view, and their lack of confidence 
in prophesying generally, they look askance 
at anyone they see “plotting curves.” 

Charts are the scientific records of busi- 
ness. They are pictures of business con- 
ditions to the financial executive as the 
kilowatt-load chart is to the electrical en- 
gineer; the steam-pressure chart to the 
captain of a ship; the land cross-section 
to the architect; the barometric chart to 
the weather bureau; or the temperature 
chart to the hospital physician. The present 
tendency to regard business as a science 
is constantly demanding more complete and 
accurate facts of production and distribu- 
tion, and these in turn require the graphic, 
condensed charts for their most effective 
presentation. 


Can Cover Wider Field 


HE banker is interested in keeping in 

fairly close touch with the fundamental 
factors of business conditions. The use of 
charts will simplify this task. 


150 


In suggesting a list of subjects, it must 
be kept in mind that the individual banker 
should at first select only a few that he 
has been in the habit of following, then 
add to these from time to time according 
to his own requirements. The list which 
follows is not meant as complete. 


I, PRODUCTION 


Agriculture—acreage and yield of all principal 
crops. 

Receipts of live stock at Western markets. 

Receipt of grain at interior centers. 

Sight receipts of cotton. 

Cotton consumption. 

Wool consumption. 

Shipments of lumber. 

Bituminous coal production. 

Anthracite coal production. 

Crude petroleum production. 

Copper production. 

Pig iron production. 

Steel ingot production. 

Unfilled orders, U. S. 

Cement production. 

Automobile production. 

Railroad car and locomotive output. 

Employment in principal industries. 

Sugar meltings. 

Flour production, 


II. COMMERCE 


Prices—wholesale commodity average. 

—special groups of commodities. 

—specific commodities in which interested. 
Wage rates in principal industries. 
Bank clearings. 
Railroad freight shipments. 
Volume of wholesale trade. 
Department store sales. 
Stocks of merchandise on hand. 
Railroad earnings. 
Commercial failures. 
Building permits issued. 
Foreign trade of the U, S. os 
Exports and imports of specific commodities. 
Foreign trade of England and other countries. 
Forei exchange rates with principal countries. 
Postal receipts. 


Steel Corp. 


III. FINANCIAL 


Money rates; call, time, commercial 
ceptances and rediscounts. 

U. S. Government securities prices; bonds, notes 
and certificates. 

ars | market; average prices of industrials and 
rails, 

Bond market; average prices of industrials, rails 
and public utilities. 

Volume of trading in stocks and bonds. 7 

Range of ‘prices for certain securities in which 
interested. 

Volume of new financing. 

Gold holdings, production, 

Condition of ederal 
dated statement. 

Condition of National Banks—consolidated state- 
ment. 

U. §. Government receipts and expenditures. 

Foreign government bank statements. 


paper, ac- 


exports and imports. 
Reserve Banks—-onsoli- 


IV. LOCAL CONDITIONS 


(By state, county and cities.) 

Production of coal, iron, lumber, etc., in the 
locality. 

Production of principal manufactured goods. 

Wholesale and retail sales in principal trades. 

Agricultural yields and shipments. 

Local prices of raw materials. 

Local money rates. 

Condition of other banks in same oy, 

Condition of district Federal Reserve Bank. 

Condition of State banks—consolidated statement. 


(Continued on page 173) 
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The Motion Picture Industry from 
a Banker’s Standpoint 


BY RICHARD W. SAUNDERS 


Comptroller, Famous Players-Lasky Corporation and formerly Cashier of the National Bank of Commerce in New York 


Things to Consider in Financing in This Field. The Law of 
Averages in Estimating Returns. Stages of Production. Depreci- 
ation of Cost. Residual Value. Eccentricities in Earning Power. 
Dangers of the Unusually Expensive Film. 


HE rise of the motion picture in- 
dustry from nothing to eighth place 
among the industries of the country 
in about ten years is one of the great 
business romances. It was looked upon 
first, even by those who used it, as a novelty 
that would soon pass. In consequence, as its 
possibilities grew, it was developed by men 
of unsuspected business ability and. has en- 
riched a great many, although like other 
business ventures many have also lost there- 
by. Its successes are widely chronicled, and 
sharpers have used this fact frequently, but 
investors must investigate each prospective 
investment with the same care as they do 
any other business venture. Today motion 
pictures are one of the principal recreations 
of over 30 per cent of the people, with capi- 
tal invested well over a billion, including 
over 20,000 theaters. The value of motion 
pictures in spreading information can be 
estimated by recalling that in the territory 
of these 20,000 theaters there are 2,500 daily 
newspapers and 4,000 public libraries. 

Its three divisions—production, distribu- 
tion and exhibition—may be roughly com- 
pared to the manufacturing, wholesaling and 
retailing of other corporations. Some few 
picture concerns combine all three functions, 
others only two; while the greater number 
limit themselves to one. The Production 
Department is the most spectacular and ap- 
peals most strongly to the general public. 
From an advertising standpoint this is a gain, 
but is also brings about one of the hazards, 
for anything to the detriment of a picture 
star or director is quickly heralded abroad 
and may have serious results. 


Acquisition of Rights 


XPERIENCED executive ability must 

begin at the very start in the selection 
of the story to be produced, for the public 
taste is fickle and must be gauged some 
months ahead. Sometimes western dramas 
are the vogue, with quick changes to society, 
Oriental, costume, or other types, and as a 
Picture takes about four weeks in prepara- 
tion, six weeks in filming, and another month 
or two before it is actually released, the de- 
cision to invest a large sum in its production 
must be based on good judgment. The 
“right” to picture the story must be ac- 
quired. Often this right runs into large fig- 
ures, and care must be used that the right 
is clear of all legal entanglements. 


Efforts are being made to induce well 
known authors to learn the scenario method 
of expression so that they may write di- 
rectly for the screen. There is also quietly 
developing a group of younger writers from 
which, it is expected, good results will come. 

Fears are often expressed that the indus- 
try will run out of material, but when the 
enormous crop of stories and magazine arti- 
cles is considered, with a similar amount 
abroad, and the “originals” so frequently 
used, this fear would seem to be unfounded. 
Only a few hundred are needed yearly for 
the play type of picture. 

Each director is considered to do best 
certain classes of plays. Frequently the di- 
rector has much to say regarding the acqui- 
sition of a particular play to be developed by 
him. A practical scenario writer puts the 
story into the required form, working with 
the director, who has practically absolute 
charge of the production, selecting his cast 
with the assistance of the casting director, 
developing the scenic effects with the art 
department, and with the aid of a cost esti- 
mator trying to keep the cost of the picture 
within the amount assigned to it by the 
budget. 


Costs of Pictures 


Som question of expense is a vital one, 
for the cost of pictures has. been stead- 
ily mounting from a few thousand dollars 
per picture until now the average is nearer 


two hundred thousand dollars. Several fac- 
tors have caused this: The increased cost 
of the “rights,” which means of course 
larger remuneration to the author; increased 
star salaries, cost of materials, etc. 

The high salaries paid to stars are not 
mythical, but as the situation now stands 
the salaries are governed by the law of sup- 
ply and demand. The public is still in the 
throes of hero or heroine worship and looks 
for and patronizes the pictures of its fa- 
vorite stars. The additions to the list of 
stars is surprisingly small considering the 
number of candidates, and this naturally 
keeps up the value of those who have at- 
tained public approval. The picture com- 
panies, therefore, protect themselves by con- 
tracts, the usual contract specifying future 
options at increased figures. This is also 
an inducement to the star to give satis- 
factory service and thus bring about the 
closing of the option, which misconduct 
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would prevent. A large company with a 
number of stars is therefore better able to 
withstand the loss of one or more stars with- 
out injury to its product. The answer to the 
star question will probably be more all-star 
plays, with a gradual cultivation of public 
taste toward the story rather than the indi- 
vidual player. 

The director’s aim naturally is to make 
the picture as he visualizes it. He has a con- 
ception of the story which he endeavors to 
express. The cost is looked upon as a re- 
straint. Art must come first and naturally, 
for that is the director’s business—the artis- 
tic creation of a play—but a careful director 
can economize in many places, and they now 
realize as perhaps never before that each 
picture can only bear a certain amount of 
cost. The budget plan, now in effect, under 
which a sum is assigned for production of 
each picture, including story cost and over- 
head, together with a thorough understand- 
ing between the executives in charge and 
the director, is bringing about good results. 

The director then rehearses his cast, and 
in time pictures each scene, using many 
more feet of “negative” film than afterward 
appears in the picture. Many scenes are 
retaken several times. The public has be- 
come very critical not only of the strength of 
the play as a whole but of each detail, and 
“faking” or using any substitute is quickly 
detected. There are, however, a number of 
artificial devices through the use of which 
the proper results are attained. Without 
these devices the cost of some scenes would 
be prohibitive. Some scenes are taken “on 
location,” which often means transporting 
an entire company to Florida, Hawaii or 
other places far removed from the labor- 
atory. 

Public Criticism 

HERE has been much criticism of the 

pictures, but it must be recalled that 
motion pictures are almost entirely an 
amusement for the masses, who do not want 
“high-brow” pictures but who do appreciate 
wholesome entertainment. Some critics rave 
over “better pictures” but when the Famous 
Players, for example, produce a beautiful 
Peter Ibbetson or Sentimental Tommy the 
response barely pays for the production. 
There is nevertheless a sincere desire on the 
part of the producers to respond to any 
helpful suggestions, and in their own hearts 
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there is the urge to put their industry beyond 
criticism, but to produce only pictures of 
the class mentioned above would bring 
disaster to any company that tried it. 

The “negative” film when taken each day 
is immediately turned over to the laboratory, 
where a “positive” or print, is made and re- 
turned to the director. The laboratory ma- 
chinery used is highly developed, comparing 
favorably with the machinery equipment of 
other industries. A visit to a laboratory is 
a most impressive demonstration of the way 
in which mechanical skill has kept pace with 
the other sections of this industry. This 
same progress is true of lighting and other 
aids to camera work. 


One of the Dangers 


HE director now has before him the 

task of “cutting’ or reducing the thou- 
sands of feet taken to about eight thousand, 
or eight reels. Scenes which appeared to be 
essential at the start are often either entirely 
eliminated or reduced to a “flash.” Some- 
times the need for new scenes becomes ap- 
parent. Special productions may run eleven 
reels, which is about the limit for an eve- 
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ning’s entertainment. The question of foot- 
age depends largely on how many feet the 
director may need for working out the story, 
but the amount is largely limited by the 
needs of exhibitors, many of whom often 
prefer to join the play with a news reel and 
short comic to give a more diversified pro- 
gram and still retain their regular turnover 
of so many shows per day. There is a 
tendency on the part of some directors to 
outdo other companies or other directors 
and make large and imposing spectacles. 
While there is a market for a certain num- 
ber of these, they constitute one of the dan- 
gers of the industry. 

If the cost of any picture is moderate, it 
can nearly always be recovered whether the 
picture is a distinct success or not, but to 
recover on a high-cost picture it must be a 
pronounced success. Bankers called upon for 
a loan on a negative, or to finance one picture 
only, may be amply protected if the picture 
has been properly made and the amount 
loaned is in reason. Throughout the entire 
theatrical business there is a doctrine of 
averages. Once it was a rule that if one out 
of five pictures was a distinct success the 
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percentage of success was satisfactory; but 
this average has improved somewhat. 

No one can tell whether a picture will be 
a success or not, and money alone will not 
make a success. There must be an indefin- 
able something about it that reaches the 
public. A large company, therefore, turning 
out a greater number of pictures is in a much 
stronger financial position, as not only can it 
more easily take care of a few mediocre 
pictures, but because of its experience the 
large company is more likely to avoid the 
kind of picture that does not become a pop- 
ular success. A large company is provided 
with statistics and charts showing the results 
by stars, by directors, by kinds of picture 
and by groups and should avoid having 
many mediocre pictures, while at the same 
time some of its product should achieve pro- 
nounced success. 

The director uses his positives, then called 
“working-prints” for “cutting,” the “titles” 
being usually first typewritten and inserted, 
these titles or inserted reading matter being 
prepared by experts in that work. For 
foreign use the titles are translated into the 
language of the country to which the pic- 
tures are sent. The negative is then also cut 
to agree with the “working-print” and a 
finished print is run off, displayed to execu- 
tives for further criticism, and eventually 
the picture takes its place on the program. 


Depreciation of Cost 


7. cost of the picture remains in the 
inventory until its “release,” which means 
the day on which it will be generally played 
throughout the country, which date is set 
by the Distribution Department on its “re- 


lease-schedule.” A “pre-release” is often 
made, usually in a Broadway house. As soon 
as the picture is released the cost begins to 
be depreciated monthly—50 per cent in ninety 
days, 88 per cent within a year, and 100 per 
cent in two years, this ratio being the same 
as the expected cash returns. The deprecia- 
tion, however, is made irrespective of the 
returns; hence the inventory of a picture 
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Reproduction of a Scene from the Days When the Pioneers Were Pushing Westward Across the Continent 


company need never be revised, as it is re- 
duced automatically. 

The distribution department stands be- 
tween the producer of the picture and the 
theater owner, or exhibitor, and its function 
is to obtain the revenue for the company, 
this being practically its sole avenue outside 
of necessary investments. From the nega- 
tive, which remains at all times at the labor- 
atory, sufficient positives, or prints, as they 
are generally called, are made and forward- 
ed to the various exchanges located at cen- 
tral cities throughout the country. To each 
exchange’ is given a sufficient number of 
prints to take care of the exhibitors in its 
vicinity. 

An interesting variation of the usual 
methods of pricing is that the value of a 
picture so far as its revenue is concerned 
does not depend upon the cost. A picture 
costing $100,000 may conceivably bring in 
a revenue in excess of one costing twice 
that amount. The general method is for the 
experienced executives of the sales depart- 
ment, after careful study of each picture, 
to place a “quota” upon it based upon what 
they believe the gross returns will be. Prices 
are also rated according to “first run,” “sec- 
ond run,” etc., the larger revenues coming 
from first run productions in the larger 
cities. Then, too, consideration is given to 
the different sections of the territory, but 
the sales department conscientiously tries 
on the one side to bring in sufficient revenue 
to the company, and on the other to so price 
the pictures that the exhibitor will be sat- 
isfied with the profit he makes. Sometimes 
a picture will prove much more popular 
than originally anticipated and the exhibi- 
tors then will reap unusual profits. 

Long before the release date the exchange 
salesmen have been visiting the theaters and 
contracting with the exhibitor for one or 
more pictures, for which a contract is signed 
and a cash deposit made. Could these con- 
tracts be recorded in the company’s financial 
statement as “Receivables” they would make 
a formidable item, for as a rule they are 


considerably more than the company inven- 
tory. Before a picture is even started many 
hundreds of contracts are signed. Some ex- 
hibitors take a producer’s entire product, as 
it insures their getting a constant flow of 
pictures from a producer in whom they have 
confidence. Incidentally they thus get the 
benefit of national advertising. The picture 
industry now ranks nineteenth among na- 
tional advertisers. 

Connected with the larger companies are 
“exploitation” departments which assist the 
exhibitor through newspaper suggestions, 
“tie-ups,’ and even unusual stunts, such as 
buried treasure and the like. Films are not 
sold but “rented” for a certain number of 
nights, and it is desirable, when the contract 
is made, to have the film “booked” for use 
on a certain specified day. 


Cost of Distribution 


HEN a producer has no distributing 
department of his own he contracts 
with a distributor on a basis generally of 
65-35 per cent. This means that the dis- 
tributor keeps 35 per cent to cover his cost, 
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which should not exceed 25 per cent, leav- 
ing him a margin of 10 per cent. It has also 
been customary for the distributor to ad- 
vance to the producer a certain sum against 
the producer’s 65 per cent, which enables 
him to go on and produce another picture 
without waiting for the returns to come in 
on the first. In such cases, after the advance 
has been recouped from the producer’s share 
of “rentals,” remaining returns are generally 
divided equally. 

In the early days of the industry it was 
quite customary to distribute pictures on a 
state right basis, which meant that the right 
to display the picture was sold in a certain 
territory for a flat sum. This is still the 
case with a number of independent pro- 
ducers, the purchaser of the rights in turn 
renting the picture to the various exhibitors 
in the specified territory. 

In certain foreign countries this practice 
prevails, sometimes accompanied by a pro- 
vision for further division after the original 
advance price, then called a “royalty,” has 
been met. As a rule the larger companies 
now have their own subsidiary companies 
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in the foreign countries, and the revenues 
produced through them are substantial and 
steadily growing. American pictures are 
very popular abroad. Owing, however, to 
the smaller number of theaters abroad and 
to the volume of product offered, foreign 
theaters as a rule are about one year behind 
the domestic in exhibition. 


Censorship 


oo distribution department has many 
and serious problems, among which may 
be mentioned censorship, which so far has 
been without scientific basis, “cuts” being 
insisted upon for what appear to the industry 
to be the most absurd reasons. 

“Combinations” of exhibitors come about 
through fear that the producer is getting too 
large a share or sometimes through simple 
consciousness of power. They require dip- 
lomatic treatment. 

“Skipped bookings” may mean a serious 
loss in revenue if the exhibitors are allowed 
too much latitude in either not giving a play 
date on certain pictures or securing post- 
ponements. When the company’s product is 
a well-advertised one, with reasonable prices, 
good service, attractive pictures and a dis- 
position for fair treatment, the revenue 
comes in pretty close to budget expectations. 

All positives are depreciated monthly after 
release, being entirely written off within one 
year. A large company will have over thirty 
exchanges in the United States, with possi- 
bly six or eight in Canada, and of course 
in each city where an exchange is located 
the company will require banking connec- 
tions. All rentals are on a cash basis, to be 
paid on delivery of the picture in time to 
show on the date booked. 

The exhibitor has his own problems, the 
first of which is the proper investment to 
be made in a motion picture house. It is 
not unusual for $500,000 or $600,000 to be 
invested in a motion picture house. There 
are a number in this country that have cost 
considerably more than that. 

The chief reason why a production or dis- 
tribution company is interested in the owner- 
ship or control of a limited number of the- 
aters is the very natural one in all corpora- 
tions of being able to be sure of an outlet 
for its diversified product. By controlling 
theaters in key cities the producer or dis- 
tributor exerts a powerful influence upon all 
the exhibitors in the vicinity. A successful 
run in a key city increases the value of the 
picture to the local exhibitor. 

A monopoly is hardly possible in the mov- 
ing picture business, because no producer 
can deal with all exhibitors. One theater in 
each place must be given the first run privi- 
lege, and after the run is over a certain time 
elapses before any theater can have the sec- 
ond run. The other theaters, therefore, must 
secure their first run product elsewhere, and 
this fact alone would seem to he a oositive 
protection to aii extbnurs. 

There are certain other problems, such as 
the operation expense, including the original 
investment for furnishings, scenery, organ, 
etc., the expense of the orchestra, which if 
not controlled may become very consider- 
able, advertising, and all the other necessary 
operations, which if not carefully guarded 
will cut down profits materially. Some ex- 
hibitors change their program once a week, 
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others twice, and some even daily. Some 
prefer an eight-reel picture while others 
believe their patrons better satisfied with 
a shorter reel together with a news reel and 
a comic. 

This outline of the industry will enable 
us to understand the accounting and execu- 
tive sides. A strong motion picture company 
favorably compares in the efficiency of its 
organization with that of any other modern 
business. The motion picture companies 
have freely drawn upon banking and other 
lines for executives, consult freely with their 
executive and financial committees, make 
use of charts and other statistical data, use 
machines for tabulating sales, compare 
prices, and in their auditing, checking and 
all other work, make use of all successful 
modern devices. Tax experts are employed 
and accounting firms are freely consulted. 


Residual Value 


9 eevee are a few other points with 
which bankers should be familiar. One 
of these is the “residual value.” The inven- 
tory consists of (1) pictures in process, (2) 
those finished awaiting release, and (3) 
those released which have not yet been de- 
preciated 100 per cent, in the manner re- 
ferred in the foregoing. Some of the latter 
will have been released one month, others 
twenty-three months, and the sum total of 
these released pictures makes up the “re- 
sidual value.” Each month some part of 
each of these will be depreciated, although 
new pictures will continue to be added; but 
at the end of two years each individual pic- 
ture has been fully depreciated. In the in- 
ventory also are the four positive prints, 
which are depreciated within one year. While 
the life of a picture is thus indicated as two 
years, revenue keeps coming in sometimes 
for five or more years. This asset, which 
does not appear on the books, easily may run 
to a very large figure. 

If a picture company composed of pro- 
duction and distribution departments decid- 
ed to liquidate, the company could cut off 
its production and in time, through the con- 
tinued rental of the pictures already made, 
work out its complete liabilities. 


Work to be Done 


HE industry has survived its growing 

pains and has become a lusty youth full 
of strength and vigor. In the minds of all 
connected with it the prediction that it is not 
here to stay seems absurd as they watch its 
continuous growth, and especially as they 
see each week a convincing amount of cash 
coming into the company’s treasury. But 
it is no longer to be regarded as a gold mine, 
for it is now on a proper business basis with 
reasonable earning power, which it is hoped 
will be increased as methods of faster “turn- 
over” and other improvements are made. 
There will need to Le adjustmenis between 
the producer and exhibitor, and there is need 
for a better understanding between them. 
Eventually they will reach a common ground 
of discussion and will realize that each is 
perfectly willing that the other should make 
a reasonable return and that they are both 
working for a common goal. To all appear- 
ances this is not far distant, and the work 
of Will Hays and others who have the 
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welfare of the industry at heart is now 
beginning to bear fruit. 

What is really needed in the industry to- 
day is for producers, distributors and exhib- 
itors to trust each other a little more. Now 
that bankers are becoming more and more 
interested their level headed conservatism 
is bound to have its harmonizing influence. 


Warehouse 


(Continued from page 149) 
Progress of the Work 


LTHOUGH the Act passed in 1916, com- 
paratively few warehouses were li- 
censed during the first few years. Much 
educational work was necessary to awaken 
interest in the Act until the agricultural 
conditions following the war drove the 
lesson horne. During this trying period 
farmers who could offer Federal warehouse 
receipts received sorely-needed credit when 
neighbors with other kinds of warehouse 
receipts could not. 

“While I was in New Orleans, I nego- 
tiated a loan through one of the banks 
there,” wrote a large planter of Missis- 
sippi at this time, “offering as security ware- 
house receipts for cotton. Among the re- 
ceipts were a few that were not bonded 
receipts. Very much to my surprise, the 
bank threw those receipts back on me and 
refused to accept them as collateral, but 
raised no objection to the bonded receipts, 
as our warehouse had been placed on the 
approved list of the Federal Reserve Bank. 
The Federal Warehouse Act is one of the 
best things that has been put in operation 
in this country,” concluded this planter at 
the end of his letter. 

“After conducting our plant under Fed- 
eral supervision for two years, we can 
strongly recommend the system,” writes a 
warehouseman. “In our opinion it is the 
only system that gives adequate protection 
to storer, banker and stockholder of any 
warehouse company.” 

Some of the largest warehouses in their 
sections of the country are licensed, like 
the one at Clarksdale, Mississippi, with a 
capacity of 75,000 bales. In that state alone 
more than a half million bales of cotton 
passed through licensed warehouses last 
year. About one-sixth of the entire wool 
clip of the country passed through Federal- 
bonded warehouses during a recent year. A 
chain company in the Pacific Northwest with 
118 warehouses has them all under license. 
All of the tobacco warehouses used by the 
Burley Tobacco Association, by the Co- 
operative Tobacco Growers Association of 
Virginia and the Carolinas and by the Dark 
Tobacco Growers Co-operative Association 
of Western Kentucky are licensed. The 
total storage capacity of warehouses now 
licensed are: Cotton, 2,500,000 bales; grain, 
16,000,000 bushels; tobacco, 230,000,000 
pounds, and wool, 30,000,000 pounds. ; 

The geographical distribution of the li- 
censed warehouses, extending over the en- 
tire country, indicates a present widespread 
Appreciation of the possibilities under the 
Warehouse Act by all financially interested 
parties—producers, warehousemen and bank- 
ers—but much work remains to be done be- 
fore the country will have full benefit of 
this permissive law. 


Woman’s Place in Ban 
Development 


By G. PRATHER KNAPP 


Field in Which Success Has Been Achieved by Women of 


Varying Talents. 
mation Department. 


What a Woman Can Do in a Bank’s Infor- 
A Failure and the Reasons Therefor. 


Treat Each Customer as a Separate and Personal Problem. 


ENRY FORD says, “You can or- 
dain a bishop, but not an elec- 
trician.” 

The principle he has enunciated 
may be applied to the question of woman’s 
place in bank development. It is not a mat- 
ter of ordination, but of adaptation, training 
and practical experience. 

It is a field in which successes have been 
scored by women of widely varying tastes 
and talents, in widely separated parts of 
the country and for many different kinds 
of banking institutions. It is a field suffi- 
ciently new to have few broad, well-paved 
highways and many ill-defined pathways, 
some of which show a tendency to cross 
each other. 

The East River Savings Institution, of 
New York, which recently celebrated its sev- 
enty-fifth anniversary, made special mention 
in its anniversary publicity of the fact that 
it was the first mutual savings bank in New 
York City to have a special provision in its 
charter that women were to thave full con- 
trol of the money they deposited irrespective 
of their marital condition at the time of 
deposit -or of any subsequent marital ar- 
rangements which they might make. 


Seventy-five Years Ago 


HIS would seem to show that, even 
75 years ago, banking institutions were 
looking on women and women’s business 
as requiring some special sort of treatment. 
It would also seem to indicate that after 75 
years the East River Savings Institution still 
feels that some special reference to women 
is worth while in its developmental efforts. 
A large mid-western trust company re- 
cently installed a woman’s department and 
put it in charge of a splendidly practical 
business woman. This woman has success- 
fully operated a business of her own and 
has proved that she is able to advise not 
only women, but men as well, on all sorts 
of technical questions connected with bank- 
ing, investments, personal finance, corpora- 
tion finance, real estate management and 
even the layman’s side of business law. 
She has been able to show her executives, 
by a series of clear graphic charts, that 
women have become a factor by no means 
negligible in the business of the trust com- 
pany, and that any special efforts to develop 
women’s business would have a definite 
basis of actual fact on which to build. 
In a report to the president of this institu- 
tion, I had some definite recommendations 


to make on the woman’s department, from 
which I quote: 

“Install an information desk with coun- 
ters all around it in the main lobby. Have 
an intelligent person at this desk, a woman 
preferred. Supply this person with refer- 
ence data on the trust company and the city. 
Make it possible to have a page summoned to 
this desk if necessary. Instruct the operator 
at this desk to make all contacts very short, 
not to enter into long discussions, but to 
refer customers who wish long discussions 
to the head of the woman’s department, who 
in turn should direct them to the heads of 
various service departments, if necessary. 

“The information department, functioning 
under the head of the woman’s department, 
should be stocked with all publications of 
the bank, and should give enough attention 
to the inquiring customer or non-customer 
to find out what sort of information he 
needs and to see that he gets it. A record 
should be kept of all questions asked, how- 
ever trivial. 

“This recommendation (as to a record 
of inquiries) has three purposes: First, 
it is of decided value to the advertising 
end of the service extension department; 
second, the fact that it must record its activi- 
ties will produce increased courtesy and 
attention at the information desk; third, this 
record will give executives some idea as to 
the value of this department. 

“Tt is suggested that the woman who 
operates the new savings account desk shall 
be attached to the information service as 
outlined above. She should be instructed 
to obtain such general information about 
the new customer and his needs for the 
services of other departments as can be 
obtained without seeming over-inquisitive. 
Where anything like a lead is developed, 
she should be prompt in referring customers 
to the proper department, or if the customer 
expresses a desire to talk matters over at 
any length, she should send him to the head 
of the woman’s department.” 


The Principal Function 


T= is the main function of woman in 


bank development. She is the person 
who can best “talk things over,” not only 
with women customers, but with men as 
well. Not only is a woman more ready to 
ask general questions of a woman, but it 
has been shown that a man has the same 
preference. 

Here is a list of questions asked of the 
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manager of a woman’s department of an- 
other trust company. These questions were 
recorded during the course of one morning. 
The reader will probably be able to guess 
the sex of the questioners for himself: 


“Where do I apply for a safe deposit box? 

“How much are they and what size? 

“How much do you have to deposit to open a 
checking account? What interest do you pay? 

“On Savings Accounts can you draw if necessary? 

“Whom do I ask for in the trust department to 
look after an estate? 

“What interest do you pay on time certificates of 
deposit? 

“Can I draw a sight draft on a Wisconsin bank? 

“Will you show me how to fill out my Owner- 
ship Certificate? 

“What is the executor’s per cent on an estate taken 
charge of by this trust company? 

“For whom shall I ask to advise me about some 
A-1 investments? 

“Have you any literature on farm loans? What 
per cent do they pay? 

“Will this bank take care of my liberty bonds for 
me? My war savings stamps? 

“Can I borrow money on my liberty bonds? 

“Where do I get a cashier’s check? 

“Do you loan money on real estate? 

“Will I have to pay inheritance tax on a joint 
Savings account? 

“Do I have to turn in some partially paid lib- 
erty bonds to my brother’s estate? 

“Can I apply my war savings stamps on my liberty 
bonds? 

“What interest do you pay on savings accounts? 

“Where do I surrender my strong box keys? 

“Whom do I see about an inheritance tax? 

“Where can I collect interest on liberty bond 
coupons? 

“Mrs. So and So—now deceased—had an account 
here. I want to prove up the signature. To 
whom shall I go? 

“In traveling which is better, a letter of credit 
or a New York Exchange? To whom shall I 
go for one? 

“Is a traveler’s check and a cashier’s check the 
same? 

“Will you give me some information or literature 
on wills? 

“Can I telegraph money from here? 

“Where is the Continental Building? 

“Where is the American Theater? 

“Will you make out a draft for me? 

“Can I be located at the Information Desk? 

“What is the best theater showing in town? 
Where do I find it? What is the price of seats? 

“Where is the Stock Exchange? 

‘How can I get to the car on the bridge? 

“Where is the Pennsylvania Railroad office? What 
is the best train to New York? 

“Do you know where there is a first class 
cafeteria near here? 

“Where is the Federal Reserve Bank Building? 

“What is good for the ‘flu’?”” 


Opportunity in Each 


MAN in the position of the woman 

who answered these questions would 
not have had an opportunity to answer 
half of them, yet such questions afford an 
opportunity to display the bank’s cordiality, 
its ability to serve, and its readiness for 
service. Many of the inquiries supply defi- 
nite leads out of which business for the 
bank may eventually develop, and the wo- 
man who handles them can be a definite 
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factor in the new business effort of the 


bank. 

The woman who hears these questions 
should not be a mere clerk. She should have 
an exhaustive fund of general information— 
she should have a good deal of sympathy 
and finesse—she should have the faculty of 
eliciting confidence by exhibiting knowledge. 

Let me reiterate the last part of that 
sentence. “She should have the faculty of 
eliciting confidence by exhibiting knowl- 
edge.” In all professional or semi-profes- 
sional activities this faculty of “eliciting 
confidence by exhibiting knowledge” is the 
required type of salesmanship. It is the 
secret of a good lawyer’s success with his 
clients—of a good doctor’s success with 
his patients—and of a good banker’s suc- 
cess with his customers. 

Convincing the customer that you are in- 
terested in him or her as an individual is 
only the first half of a banker’s salesman- 
ship. Convincing the customer that it will 
be worth his while to have your advice is 
the second half, and without it the sympa- 
thetic personal contact will not be sufficient. 

The same trust company in which the 
foregoing questions were asked may be an 
example of what to do and what not to do 
in connection with the woman’s department. 


Reasons for Failure of 
First Choice 


ees first choice of a woman as repre- 
sentative of this institution was unfortu- 
nate, and the first incumbent had to be re- 
placed very soon. The reasons for her 
failure may be summed up thus: 

First—She lacked broad culture and a 
varied educational background. 

Second—She was impatient of small mat- 
ters and sought too eagerly for appearance 
before large audiences and connection with 
wealthy people. 

Third—She spent little time familiarizing 
herself with the actual details of the bank’s 
business by conferences with operating de- 
partments. 

Fourth—She could not disabuse herself 
of the idea that she was expected to organ- 
ize a woman’s bank in a water-tight com- 
partment, and wasted a good deal of her 
own time and that of the bank’s executives 
in discussing plans along these lines. 

Fifth—She did not exert the best possible 
influence over the younger and humbler 
women employees of the bank. 

This lady was succeeded by a woman 
who was her opposite in several essential 
particulars. And not only was the woman 
herself different, but the attitude of the 
officials of the bank showed definite im- 
provement as a result of the first unsatis- 
factory experiment. It was recognized that 
definite spheres of activity should be laid 
out, within which the head of the woman’s 
department could function, so that she would 
not be altogether dependent for recognition 
on the business of women which she would 
personally produce. Four definite responsi- 
bilities were imposed upon her as follows: 
Information service to women and men as 
well; executive control of employees’ lunch 
room ; personnel activities in connection with 
girl employees; supervision of the ladies’ 
room. 
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Why She Succeeded 


H® success has grown out of a certain 
breadth of view and sense of propor- 
tion. She has grasped very fully the service 
policies of her bank and has qualified her- 
self to be a factor not only in its publicity 
but also in its cordial attention to the cus- 
tomer when secured, and in its adminis- 
trative problems in connection with em- 
ployees. She is not an economist, nor a 
social service worker, nor a clubwoman, 
nor a publicity woman, nor an information 
clerk, nor a big sister—she is a banker. 

It is a mistake to ask one lonesome, un- 
sustained and undirected woman to create 
a new bank for women inside of an old 
bank which is successfully serving both men 
and women. The woman who is taken 
into a bank had better be permitted to turn 
her efforts to the service of existing cus- 
tomers before she is expected to find new 
customers to serve. It is really idle to 
expect personal production of new business 
from a woman unless she starts out with 
the same equipment and the same backing 
that is afforded to a man whose job depends 


on personal production of new business. 


A man with this responsibility is not 
expected to handle routine desk work, nor 
to work without strong cooperation from 
officers and directors. He is not expected 
to participate in the broadcast publicity ac- 
tivities of the institution, except where these 
are tied up to definite individual contacts 
on his own part. And if these things are 
not expected of a man, I do not quite see 
why they should be expected of a woman. 


Home Economics 


DEFINITELY organized home econom- 

ics department has only been attempted 

by the largest banks in the largest cities, 
and only by a few of those. 

Many people do not know how to save, 

and few banks tell them how to save. 


Owing to the frequency with which checques 
and money of visitors in Germany have to be 
changed, it has been found necessary to estab- 
lish temporary “‘banks” in the news stands in 
Berlin. The above photo shows visitors chang- 
ing their coin into marks at one of the new 
banks. 
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Add to this consideration the fact that about 
80 per cent of America’s income is spent 
by women, and that, if any American saves 
money, it will be a female American, and 
you open a very wide and deep vista. You 
open two or three questions as well. One of 
them is, how many banks now are, or are 
likely to become, willing to spend money on 
purely educational and social service work 
of any character? Another is, how much 
money will they spend? And the third is, 
what return may be expected from the ex 
penditure? 

It seems to me that the job of making 
American women more thrifty is one which 
banks should co-operate in, rather than at- 
tempt to lead in or monopolize. I feel pretty 
well convinced that for some time to come 
banks will be more interested in plans for 
securing the accounts of thrifty people than 
in plans for making reckless people thrifty 
and then securing their accounts. 

Women’s place in bank development rests 
mainly on her ability to treat each customer 
of a big bank as a personal and separate 
problem—on her ability to particularize the 
services of a highly organized and depart- 
mentalized bank, so that it seems to hold 
out a helping hand to each individual cus- 
tomer at the moment that he or she needs 
help. This psychological superiority of the 
woman in banking must be backed up by 
a knowledge of actual banking and actual 
business, not inferior to that of a man in 
banking. 

It must be applied to the customers who 
need it, whether they be men or women, and 
it must proceed from the individual to the 
broad mass rather than from the broad mass 
to the individual. 


Tribute to The President 


ie announcing the closing of the offices 


of the American Bankers Association 
on Friday, Aug. 10, the day of the funeral 
of the late President Harding, John H. 
Puelicher, president of the association, said: 

“The bankers of the nation join in the 
universal mourning for the loss of our late 
beloved President. His untimely end 
brought to us all a realization of the deep 
hold he had upon our affections and how 
intimately his character and _ activities 
entered into the life of each individual. We 
were all proud of our President, whose 
prominent characteristic was that of a lover 
of mankind and whose hand was equally 
extended to the wage-earner and capitalist 
in a sympathetic effort to solve their re- 
spective problems. We mourn his loss but 
feel that the spirit of harmony for which he 
constantly strove still lives among us and 
that through him and his memory the people 
of the entire country, in whatever walk of 
life and in whatever industry, will be 
brought closer together in better under- 
standing and better relationships. 

“Let us all abstain from worldly occupa- 
tions and devote this day to reverence of 
the memory of our late President, worship 
of God and prayer for the future welfare 
of our beloved country.” 


We have been mining coal for 110 years 
and have taken out only 1 per cent of the 
available supply. 
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AN INVITATION 


ELEGATES to the Conven- 

tion of the American Bank- 
ers Association at Atlantic City, 
are cordially invited to visit the 
Bowery Savings Bank, in its new 
building on 42nd Street, New 
York City, opposite the Hotel 
Commodore. 


WILLIAM E. KNOX, 


President 


THE BOWERY SAVINGS BANK 


110 East 42nd Street (Opposite the Commodore Hotel) 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Europe’s Financial Hobgoblin 


By LINGARD LOUD 


The Capital Levy a Disquieting Factor in All Capitals. 
British Labor Wants It and Britain Has a Million and a Quarter 
Workers Out of Employment. Capital Took Flight When It 
Was Proposed in Switzerland. One Doubtful Experiment. 


ANY and sore are the troubles 

which afflict European Ministers 

of Finance. Revenues have 

fallen away to the shadow of 
their former selves. Taxation has ap- 
proached, and in some instances passed, the 
endurable limit, so that even the bayonet 
point cannot compel payment, and attempts 
at collection must be frankly abandoned. 
As for Central and Eastern Europe’s paper 
currencies—whole forests have turned to 
pulp and passed through the printing presses 
in the effort to make government ink take 
the place of money, with the sole result that 
public confidence has slowly died. 

Yet the chief, perhaps, among the many 
financial hobgoblins which crouch at the 
bedsides of European Chancellors of the 
Exchequer is the ugly figure of the capital 
levy. Where it is not already a deadly 
fact, it is a dark threat. Great is the pop- 
ular clamor for it. The “Have-Nots” are 
ever ready to take away from the “Haves.” 
Technical and extremely difficult of exposi- 
tion for folk-consumption are the objec- 
tions to it, 

For its popularity the Socialist complexion 
of post-war Europe is in large measure 
responsible. All the Parliaments are more 
or less pink, many predominantly so. To 
the Socialist pink, and even more to the 
Communist red, membership, the capital 
levy appeals as a quick and, so far as they 
are concerned, a painless way out of debt. 
At one fell swoop they would seize the 
nation’s private riches to wipe out the na- 
tion’s public obligations, That this would 
punish war-profiteers for having made of 
the nation’s peril and anguish an oppor- 
tunity for personal gain diminishes no whit 
the appetite for the plan. 

In every European country the capital 
levy is advocated by some group. Czecho- 
slovakia has the levy in actual operation— 
with results to be examined further on. 
Switzerland last fall was frightened almost 
out of her economic senses by a mere 
referendum upon the idea. France, intent 
upon reparations at any price, presses Ger- 
many’s feeble government to enforce a 
drastic levy upon its rich industrialists, and 
this‘ urging contributes not a little toward 
lashing German money into safe-deposit 
vaults in London and New York. 


British Labor Wants It 


| phn England, ordinarily no home for 
cranky notions of fiscal policy, is today 
the scene of a struggle over the question 
of superimposing upon the heaviest taxation 
in the world a great levy on capital. The 
Labor Party has made it an integral part 


of its official program to confiscate a 
“steeply graduated” percentage of all for- 
tunes over $25,000. 

It is all very well to say that nothing 
of this sort will ever come to pass in safe 
and sane England. Today an extraordinary 
condition prevails in British politics. The 
Labor Party, no longer represented in Par- 
liament by a negligible handful of extrem- 
ists, has 142 seats, the next largest number 
to those possessed by the party in power. 
Thus it is His Majesty’s Opposition. Its 
leaders are invited to tea at Buckingham 
Palace. If the present government should 
fall, there is a chance that Ramsay McDon- 
ald, leader of the Laborites, might be called 
upon by the King to form the next cabinet. 
Labor looks forward with confidence to this 
eventuality. 

Perhaps it will be as well to examine for 
a moment the internal and international sit- 
uation which makes a Labor Government 
possible, 


The Unemployed 


and a quarter men are un- 
employed in England. What’s the rea- 
son? It is simply bad trade, general eco- 
nomic maladjustments? “The times are out 
of joint,’—as Shakespeare said—is that all? 
Or is it, after all, France’s occupation of 
the Ruhr? Many Britishers so_ believe. 
Curzon and Baldwin point to “devastated 
areas” in the industrial heart of England. 
The government may be merely shifting 
the blame from itself when it attacks France 
for causing British unemployment. Lord 
Rothermere says so, in his thousand-voiced, 
Hearst-like press. And on August 19 the 
New York Times printed a despatch from 
London stating that British trade with Ger- 
many had increased since the Ruhr occupa- 
tion, despite the collapse of the mark, de- 
spite everything, far beyond the figures 
for the corresponding six months of 1922. 
It is a moot point. 

However that may be, whatever the rights 
and wrongs of the case, an ever-growing 
discontent walks in parades from end to 
end of England, and the Conservative Party 
threatens to split in two over the measures 
to be taken to allay this unrest. Strained 
relations between France and England will 
not lead to war. But the divergence of 
opinion between the “Die-Hard” Conserva- 
tives, who want England to support Poin- 
caré in whatever he may decide to do, and 
the Moderate Conservatives, who stand with 
Stanley Baldwin in desiring a peaceful Eu- 
rope and a restored Germany, capable of 
paying reparations and also of buying Brit- 
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ish goods—this divergence of opinion may 
well lead to open war within the Tory 
ranks, 


Would Injure the Worker 


Sk JOHN SIMON, a lawyer, a busi- 
ness man, a diplomat, a former Liberal 
Attorney-General and Cabinet Minister, 
brings a sympathetic understanding and 
wide acquaintance with men and affairs 
to bear upon this issue. Says Sir John: 

“The working man who is attracted by 
the idea of a capital levy is not going to 
be convinced that he is in error by being 
denounced as a Bolshevist. But I am con- 
vinced that, in the situation in which we 
find ourselves, this proposal threatens over- 
whelming injury to wage-earners themselves 
and to all whose happiness depends upon 
finding or keeping employment. 

“The proposal is that the State should 
demand and collect a special contribution, 
on a steeply graduated scale rising to as 
much as 40 per cent, from individuals and 
businesses, according to the amount of their 
capital from £5,000 upwards. It is argued 
that by this method a very large sum could 
be promptly collected, by means of which 
the national debt could be reduced and the 
burden of interest upon it proportionately 
diminished, I would invite attention to the 
following practical points: 

“The capital of a business does not con- 
sist of a balance at a bank upon which 
a check can be drawn to pay the capital 
levy when the demand note arrives. The 
capital of a business is represented by its 
buildings and machinery, its plant and fit- 
tings, its patents and trade marks, and it 
may include its good-will. In most cases 
an important part of its assets is in the 
form of debts owing to the business which 
have not yet been collected. It by no 
means follows that because a business is 
solvent and flourishing it could pay over to 
the state on demand a substantial fraction 
of its capital. 

“A firm which was thinking of extending 
its works would, in the event of such a 
proposal, desist; an enterprise which was 
barely paying its way would have the 
strongest reason to shut down; and it fol- 
lows that apart altogether from any ques- 
tion of justice or any difficulties of machin- 
ery the effects of such a scheme at the 
present time would be bound to create such 
immense disturbances that unemployment, in- 
stead of being cured, would be intensified. 
Indeed, it is not too much to say that a 
business which could without embarrass- 
ment pay over a substantial part of its 
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Some of the Major Problems 


The Ills of Business 


6eyN the City of New York alone there 
are one hundred and fifty thousand 
people living today who would be dead if 
the mortality of fifty years ago still pre- 
vailed,” wrote Doctor Joseph Walsh, of 
Philadelphia, in an article published twenty 
years ago. 

“Popular opinion,” he continued, “has 

scarcely yet come to realize what medical 
science has been doing in late years . 
I will venture to say that there is scarcely 
an adult living to-day who has not ex- 
perienced or will not experience an actual 
prolongation of life due to the discoveries 
of the last fifty years. 

“Regard for a moment two of the dis- 
eases which have been practically eradicated 
from civilization by recent discoveries in 
medicine and realize the number of lives 
thus saved. 

“Cholera was wont to visit the cities of 
the Atlantic Coast in the past about every 
ten years, and it was a Standing menace 
to the world every summer. It was not 
uncommon for this disease to decimate whole 
towns and cities. Since the discovery of 
its cause, however, it has been robbed of 
its terrors, and the children of to-day will 
probably never know of it except by name. 
Yellow fever was even a more frequent and 
fatal visitor; now an ever-contracting cir- 
cle is gradually drawing about it which lim- 
its it just at present to a narrow zone in 
the tropics and promises its entire ex- 
tinction.” 

He then proceeded to enumerate a list 
of once deadly diseases whose prevention is 
now an exact science, successfully applied. 
These diseases no longer terrorize because 
the cause has been discovered. Surgery has 
likewise been advancing, so that conditions 
of the human body, once assuredly fatal, 
are now regarded as ordinary and yield 
to operations so frequently performed that 
this miracle no longer causes comment. 

All of this leads to the hope that more 
and more of the ills of business may be 
prevented, and especially that the condition 
popularly spoken of as “business depression” 
may be controlled. 

To conquer the ills of business may per- 
haps not be more difficult than the van- 
quishing of those diseases which not only 
paralized business, but also killed the busi- 
ness man and his family. 

One great prerequisite seems to be at hand 
in the comprehensive system of gathering, 
classifying and digesting business informa- 
tion whereby the man of business may as- 
certain with a fair degree of accuracy what 
the world is doing in any given line of 
commercial endeavor; what the world has 
to sell and what the world is likely to 
purchase. Another great prerequisite is the 
Federal Reserve System, which during the 
recent world upheaval was generally accred- 
dited with having prevented a panic. In 
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that emergency, the System, like an abso- 
lute and rigid quarantine, prevented one 
epidemic of business ills. 

There are people who bitterly assail health 
restrictions as unnecessary, unjust and fool- 
ish, who even feel that in being compelled 
to observe them they are being oppressed. 
Such people forget that were it not for the 
precautions which they decry, epidemics 
would again rage and the life of the com- 
plainers would be in imminent danger. And 
similarly, in business, there are men who 
raise their voices against a system, to which 
in all probability they are indebted for the 
very existence of their commercial lives. 

Progress in ridding civilization of epi- 
demics has been attended with criticism; 
progress in the reduction of commercial ills 
must also be attended with criticism. But 
that which has been accomplished in medi- 
cine and surgery should be a fair indication 
that the comparable simpler problem of mas- 
tering the ills of business is not beyond 
solution. Rather it would seem that busi- 
ness science is well advanced in this work. 


Not a Money Chest 


C= possible field for the development 
and growth of the average bank is 
among that extensive class of people who 
believe that a bank is only a money chest. 

These people form a considerable class 
in every community. Some of them, no 
doubt, are actual depositors, but, due pri- 
marily to the conventionality which has sur- 
rounded bank advertising, they possess but 
a contracted view of banking. 

The many services of the bank open to 
them, aside from caring for their deposits, 
have no place in their imaginations, and 
too often the potentialities to the bank of 
this class have little place in the imagina- 
tion of the banker. 

It is strange that the money-chest con- 
ception of a bank persists with so many 
people, but it is no stranger than the fact 
that so many bankers allow this field for 
new business to remain undeveloped. No 
doubt many bankers feel that they are de- 
veloping the field because they are bringing 
in a certain number of new accounts each 
year; because, also, the general business of 
the bank is steadily growing. 

Most enterprises, however, gain something 
from what may be termed the general flow 
of business—from the sweep of the tide, 
the growth of the country, the spur of 
competition. Contemplation of these gains 
ought not to lead to the conclusion that 
the bank really is improving its opportuni- 
ties. Instead the bank’s executives may still 
be unconscious of the institution’s big op- 
portunity for development. 

Extra conventional advertising, the gist 
of which is that the bank wants “your busi- 
ness” and will pay a certain per cent, does 
nothing to stimulate the imagination of the 
reader, so that he may picture the complete 
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functioning of the bank. While this ad- 
vertising may have its beneficial effect, it 
would not be surprising to find that a nega- 
tive by-product of such advertising is to 
strengthen and perpetuate the erroneous 
thought that a bank is merely a money chest. 

There is no such popular misconception 
regarding court houses, State capitals, or 
churches, and there need be no such lim- 
ited conception of a bank in any com- 
munity where the bank will boldly make 
known all of its functions. For, as the 
knowledge of a bank’s functions spread, so 
will the circle of its customers. 

A worth-while addition to the advertis- 
ing of those banks which cling to the con- 
ventional invitation and the staring rate of 
interest would be plain, human-interest dis- 
cussions of the functions of the bank based 
on the assumption that the bank is address- 
ing a great audience which is ignorant of 
these functions, as well as a great audience 
which may perhaps have known them once 
but has forgotten. 

Clever slogans in bank advertising may 
be admired by those who do not know all 
about banking, but a slogan cannot be ex- 
pected to arouse all who read it to the possi- 
bilities of a bank—for usually the slogan 
gives the imagination nothing upon which 
to build. 


Presidential Relief 


ie the language of newspaper editorial 
workers anything said by the President 
of the United States is the best “copy” ob- 


tainable. Every utterance of the Chief Ex- 
ecutive, whoever he may be, has preferred 
attention in the daily newspapers and from 
the people everywhere. Every newspaper 
will print everything that he says or does; 
it is sure to be read in every city and 
in every farmhouse which gets a newsaper. 
The Presidential office is, therefore, the 
greatest sounding board in the world. 

Presidential notice being a short cut in 
publicity, there has grown up a custom by 
which the duties of press agent extraordi- 
nary for meritorious things has been added 
to the many other duties of the President. 
Things to which the President thus attracts 
attention and commends are, of course, 
things which make for the betterment of 
mankind, for a better understanding and 
for a better prosperity. When Theodore 
Roosevelt received the author of “The Sim- 
ple Life” at the White House and indorsed 
the plea for the simple life which the book 
contained, he gave to the volume instant 
and valuable popularity. Without this great 
advertisement the average American would 
never have heard of the book. 

Often there are things which deeply ap- 
peal to the President because they give him 
opportunity to render service and to pro- 
mote the well-being of thousands of people. 
On one occasion it is recalled President 
Roosevelt, genuinely interested in a non- 
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political movement concerning a _ funda- 
mental commodity, made inquiry concerning 
the manner in which public announce- 
ment was to be made. After getting the de- 
tails he said, with a characteristic snap 
of his teeth, “That is not the way to do it; 
come here tomorrow and I will make the 
announcement to the newspaper men!” 

This practice was perhaps beyond even 
a suggestion of criticism in the still-waters 
of a great world-wide calm when we lived 
alone and the President had chiefly domestic 
problems and not so many of them as at 
present confront him; but conditions are 
changed. The President’s burden, always 
heavy, grows no lighter as the troubled 
affairs of the outer world press upon Wash- 
ington. One thing that a patriotic and 
sympathetic public might do to aid would 
be relieve him of the press agent work. 

There is no such thing as delegating 
all of this to someone in his staff. Every 
such incident must come to the attention of 
the man whose minutes are precious. Every 
such incident adds to the drain upon his 
vitality and must distract attention from 
the problems of state. 

It would be ridiculous if it were not 
tragic to take the time and thought of 
the President from the great questions of 
state to the end that he advance the pop- 
ularity of some movement whose impor- 
tance may after all largely lie in the clever- 
ness of someone in so maneuvering things 
as to get the Chief Executive’s interest 
under favorable auspices. 

The tragedy of Mr. Harding’s breakdown 
under the weight of official cares has brought 
many to a realization of the fact that the 
load now is too heavy for any man to stand 
up under. The abolition of the press agent 


WENTY-FIVE “commodity loans” or 

“fixed value” loans have been floated in 
Germany since the beginning of the cal- 
entar year, and each has been oversub- 
scribed soon after its issuance. 

No feature of recent German economic 
events has more clearly demonstrated the 
general lack of confidence or hope in the 
mark which exists in Germany than has 
the reception of these loans, based on com- 
modities rather than the national currency, 
says a statement issued by the United States 
Department of Commerce. 

The rapid downward course of the mark 
has largely destroyed the incentive for the 
saving or investing of current funds, and 
in an effort to attract funds, certain finan- 
ciers evolved the idea of issuing loans in 
which various world market commodities 
served as the basis for calculation of the 
amount of subscription and interest pay- 
ments. Among the first of such issues were 
the Oldenburg State Credit Bank rye bonds. 
The subscription price represented the value 
at the time of issue of 125 kilos of rye, 
redemption to begin on April 1, 1927, based 
on the value of 150 kilos of rye at that 
time. Exchange quotations of rye on the 
date of redemption determine the rate of 
redemption. Interest is represented by the 
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function, often an imposition upon good 
nature, should be an early measure of relief. 
And there are many other functions of 
courtesy and of politics rising out of 
the growing fashion of looking to Wash- 
ington for everything that we want—even 
for the time of day—that public opinion 
might as an act of public service decree 
against. In sad recognition of the fact that 
the President is overworked, suggestions 
have been made for assistance. One sugges- 
tion looks to the creation of an office “Assis- 
tant to the President.” Without regard to 
the merit of that proposal, everybody must 
recognize that part of the Presidential bur- 
den is imposed by the work of volunteer as- 
sistants who besiege him at every turn! 


Mr. Finn’s Philosophy 


UCKLEBERRY FINN’S sage father 
observed that good breeding counted 
as much in a man as it did in a horse. 
Everywhere in the United States emphasis 
is being placed on quality in animals. It 
is beginning to dawn upon people every- 
where that good _ stock constitutes an 
economy compared with the financial re- 
turns produced by ordinary, or scrub stock. 
It costs no more to maintain a blooded 
cow than it does a nondescript, and the 
returns from the former are larger. What 
bankers in various parts of the country have 
done to drive home this fact and to help 
the farmers bring in blooded cattle is an 
oft-told story. Readers of the JouRNAL may 
recall that a Southern bank even distributed 
settings of eggs so that more farmers 
would have money making hens. 
Then with all of this concern over the 
quality of our animal population, need it 


Fixed Value Loans 


difference of 25 kilos between the price 
of issue and of redemption. 

The use which industry has made of the 
commodity loans is exemplified by the 5 
per cent Badenwerk coal-loan. The loan 
represented the mark equivalent of the value 
of 125,000 tons of coal of specified grade, 
and bears interest at 5 per cent. Individual 
shares were issued for 10,000, 5000, 2000, 
1000 and 500 kilos (1 kilo—2.2 Ibs.) of 
coal. All charges are to be calculated on 
the price of coal, and provisions were made 
that, should German currency be trans- 
formed, bond-holders might require the 
company to convert their subscriptions into 
a money debt in the new currency, this 
debt being established on the price of coal. 
The first series was opened on January 8 
and quickly closed; a second series to an 
equal amount was then offered on January 
20. The loan was guaranteed, capital and 
interest, by the State of Baden. 

Although the object of these various loans 
has been to establish a fixed value base, the 
degree of stability in value of the commodi- 
ties chosen is subject to such modifying 
factors as good or bad harvest, labor con- 
ditions, government regulations, etc. Never- 
theless, as long as the commodity is one 
generally quoted in world markets, it rep- 
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be surprising that the suggestion of selective 
immigration should come up with increas- 
ing frequency, since, as the elder Finn de- 
clared, good stock counts in humans as 
well as in animals. 

Secretary of Labor James J. Davis, upon 
returning from Europe where he had made 
investigations, declared for “selective immi- 
gration under a selective system.” He is 
quoted as saying: 

“We can encourage those who would 
come with an understanding of, and be in 
sympathy with, American ideals, American 
ways and American institutions. These 
will be easily assimilated, and we will be 
able to‘*keep out those who are hostile to 
our principles. 

“No country in Europe is as prosperous 
as America, and they had heard we needed 
man power. Some of the representatives 
of European governments were frank 
enough to tell us that they were only inter- 
ested in immigration to give us their old 
men and rubbish, but we gave them to 
understand America will no longer be a 
dumping ground for the undesirables of 
Europe.” 

Some years ago a farmer in Canada won 
an agricultural prize, and it transpired that 
he had earned it through no mere accident. 
The winter before the crop was planted he 
had sat up nights laboriously picking out the 
seed from which the prize crop was grown. 
America has never sat up nights picking 
out its immigrants and, looking at our 
present problems and at our recent and re- 
mote experiences with immigrants, she has 
paid well for her carelessness. 

If selection pays in wheat, poultry and 
cattle—then perhaps Huck’s father was 
right. 


resents a considerably more stable medium 
than the mark, and the welcome given such 
loans by the German people is evidenced by 
the fact that in practically every case the 
loans were oversubscribed very shortly after 
subscriptions were opened. The issuing or- 
ganization, of course, receives only paper 
marks from subscribers, but is ordinarily 
able to convert such currency into real se- 
curities, materials or foreign exchange be- 
fore much depreciation occurs. 


Convention Calender 


Date Association 
Sept. 11-12 Indiana Indianapolis 
Sept. 18-19 Farm Mortgage Bankers, 

West Baden, Ind. 
Sept. 24-27 A. B. A....Atlantic City, N. J. 
Oct. 24-25 Nebraska 
Oct. 26-27 Arizona 
Oct. 28-31 Investment Bankers, 
Washington, D. C. 


The United States Government is engaged 
in about 25,000 occupations. 
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Opinions of the General Counsel 


Liability of Oklahoma Bank 
Stockholder 
STOCKHOLDER in an Oklahoma 


State bank ts not liable to assess- 

ment after he has sold his stock 

in good faith and done every- 
thing on his part to effectuate a transfer. 
The purchaser of the stock becomes liable 
to assessment as soon as he knowingly per- 
mits his name to appear upon the stockbook 
as shareholder. 

From Texas: Will you kindly advise us just 
how long a stockholder in an Oklahoma bank 
would be liable for an assessment, if he should 
sell his stock and after he sold his interest in 
the bank the bank should fail. 

To make it perfectly plain, suppose I had ten 
shares of stock in a state bank in Oklahoma, and 
I sell my interest, and after I sell the bank 
should fail, how long would I be responsible for 
assessments in case the man that I sold to was 
not responsible, and if the man I sold to was re- 
sponsible, and the bank was to fail soon after I 
sold my interest, would the man that I sold to be 
liable for assessment, if he was financially re- 
sponsible? 

A stockholder in an Oklahoma bank is 
not liable for an assessment after he sells 
his stock should the bank fail. It was held 
in State ex rel Attorney General v. Ware, 
82 Okla. 130 that after a stockholder in an 
Oklahoma bank has sold his stock and thas 
done everything on his part to effectuate 
a transfer (even though the registrar of the 
stock has in fact neglected to make the 
transfer on the books) such transferor is 
exonerated from liability as a stockholder, 
and if the bank should later fail will not 
be liable for an assessment as stockholder. 

Concerning liability to assessment of the 
purchaser of the stock, he becomes liable 
to assessment as soon as he knowingly per- 
mits his name to appear upon the stockbook 
as a shareholder. Blackert v. Lankford, 
176 Pac. (Okla.) 532. 

The above, of course, presumes a good 
faith sale and transfer. If a person should 
transfer his stock in bad faith, knowing 
that the bank was about to fail, he might 
be held liable, although the point has never 
been decided in Oklahoma. 

The Oklahoma law is different from the 
law in Texas, where by the statute the 
stockholder of a bank is personally liable 
for all debts “so long as he owns shares 
therein and for twelve months after the 
date of any bona fide transfer thereof” to 
the par value of his shares. 


Necessity of Protest 


HERE a joint and several-note is 

signed by A & B, A being an accom- 
modation maker, and A dies, protest is not 
necessary at maturity to hold the estate of 
A liable. 


From New York: Kindly advise us if there 
are any decisions and refer us to the cases in 
the following: 

Father and son each sign the same three months 
note made, “I promise to pay.’’ The money is 
placed to the son’s account who is a merchant, 
and who has obtained this loan on the credit of 
his father, the joint signer. The father. dies— 
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the note is not protested. Can the father’s estate 
possibly claim exemption from payment as an ac- 
commodation indorser? 

The Negotiable Instrument Act provides 
that where an instrument containing the 
words “I promise to pay” is signed by two 
or more persons, they are deemed to be 
jointly and severally liable thereon. The 
liability of the accommodation maker is, 
therefore, several as well as joint, and the 
amount of the note can be proved against 
his estate. An accommodation maker is not 
liable as indorser, but as maker; in other 
words, he is primarily liable, and the law 
does not require protest upon dishonor. 


Waiver of Mechanic’s Lien 


TATE laws vary as ro the effect upon 

a mechanic’s lien of the taking of other 
security for the claim. In some States, the 
lien is thereby waived; in other States it 
is not. The point has not been decided in 
Oklahoma. 


From Kansas: In starting foreclosure proceed- 
ings on a real estate mortgage of one of our 
customers, we find that a materialman’s lien had 
been filed against one of the two quarters. Later 
on, the lien holder had the debtor give him a 
second mortgage upon 80 acres that was not 
covered by the lien, nor by our mortgage, and 
this was given as additional security over and 
above the lien. The lands are in Beaver County, 
Okla.; one attorney claims that the materialman’s 
lien is cancelled by the second mortgage, while the 
attorney for the lienholder claims that the lien is 
not cancelled, but that both lien and mortgage 
are good and valid. 

We have been unable to find any decision by the 
Oklahoma Supreme Court upon this particular 
question, but we found that the Oregon Court (7th 
Oregon 228) has decided that the lien is can- 
celled by taking the extra security. We want to 
be sure of our standing before going into court. 

The decisions and statutes of the vari- 
ous States differ widely as to the effect on 
a materialman’s or mechanic’s lien of the 
taking of other security for the claim. In 
a number of States the rule is that a ma- 
terial man’s or mechanic’s lien is waived 
by taking any other security for the debt, 
(Kendall v. Fader, 199 Ill. 294; Lyon &c. 
Lumber Co. v. Equitable &c. Co., 174 III. 
31, 50 N. E. 1006; Norton v. Hope Milling 
&c. Co., 101 Ky. 223, 40 S. W. 688; Moun- 
tain Electric Co. v. Miles, 9 N. M. 512, 56 
Pac. 284; Rolewitch v. Harrington, (S. D.) 
190-) 107 N. W. 207; Phoenix Mfg. Co. 
v. McCormick Harvesting Machine Co. 111 
Wis. 570, 87 N. W. 458) whether such 
security be personal or on property; (Kan- 
kakee Coal Co. v. Crane Bros. Mfg. Co., 
138 Ill. 207; Clark v. Moore, 64 IIl. 273) 
while in other States the taking of other 
security is not a waiver of such lien (Lord 
v. Wilson, 85 109; Atlantic Trust Co. 
v. Carbondale Coal Co., 99 Iowa 234, 68 
N. W: 697, (holding that under the Code 
(1897) Sec. 3088, no person is entitled to a 
lien. who at the time of making the contract 
or during the progress of the work takes 
any ‘collateral security, but the taking of 
such security after the completion of the 
work does not affect the right to a lien, un- 


less such security is by express agreement 
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given and received in lieu of the mechanic’s 
lien:); Md. Brick Co. v. Spilman, 76 Md. 
537; McKeen v. Haseltine, 46 Minn. 426; 
Parberry v. Johnson, 51 Miss, 291; Union 
Stock Yards State Bank v. Baker, 42 Nebr. 
880; Taliaferro v. Stevenson, 58 N. J. L. 
165; Thompson’s Cases, 2 Browne (Pa.) 
297; See also Electric Light &c. Co. v. Bris- 
tol Gas &c. Co., 99 Tenn. 371, and Myers v. 
Humphries, (Tex. C. A.) 47 S. W. 812) 
unless such was the intention of the par- 
ties, (Union Stock Yards State Bank v. 
Baker, 42 Nebr. 880, 61 N. W. 91) or the 
security is inconsistent with the existence or 
enforcement of the lien. (Md. Brick &c. 
Co. v. Spilman, 76 Md. 337; Smith &c. Co. 
v. Butts, 72 Miss. 269; Peck v. Bridwell, 10 
Mo. App. 524; Kilpatrick v. Kansas City &c. 
R. Co., 38 Nebr. 620). 

It has been held that the lien is waived 
by taking a mortgage on the property sub- 
ject to the lien. (Willison v. Douglas, 66 
Md. 99, 6 Atl. 530; Barrows v. Baughman, 
9 Mich. 213; Baumhoff v. St. Louis &c. R. 
Co., 171 Mo. 120, 71 S. W. 156; Trullinger 
v. Kofoed, 7 Oreg. 228; Miller-Piehl Co. 
v. McCormick (Wis.) 174 N. W. 542. Con- 
tra: Roberts v. Wilcoxson, 36 Ark. 355; 
Parberry v. Johnson, 51 Miss. 291 (a mort- 
gage on property including that covered by 
lien) ; Chapman vy. Brewer, 43 Nebr. 890, 
62 N. W. 320; Boumme v. Herod, 56 N. 
Y. S. 670; Boyle v. Robbins, 71 N. C. 130; 
Farmers’, &c. Nat. Bank v. Taylor, 91 Tex. 
78, 40 S. W. 876; Hale v. Burlington &c. 
R. Co. 13 Fed. 203) or other real property; 
(Clark v. Moore, 64 Ill. 273; Trullinger v. 
Kofoed, 7 Oreg. 228. Contra: Halsted 
&c. Co. v. Arick, 76 Conn. 382, 56 Atl. 628; 
Parberry v. Johnson, 51 Miss. 291). 

The Oklahoma statute giving a lien for 
labor, supplies and material (Sess. L. Okla. 
1919, Ch. 258 p. 367) does not cover this 
point; nor has the point ever arisen in the 
Oklahoma courts, so far as a careful re- 
search discloses. 


Payment of Forged Check 
WEST VIRGINIA bank cashed a 


check, forwarded same to the drawee 
and received advice of payment and credit. 
Ten days later the payor bank cancelled 
the credit and returned the check, stating 
the signature was forged. Opinion: A 
bank is bound to know the signature of its 
depositor, and payment of a forged check 
to a bona fide holder is a finality and not 
recoverable. 


From West Virginia: We recently had oc- 
casion to send to one of our banking correspon- 
dents check for credit. The check was duly re- 
ceived, the bank advising that same had been paid 
and credited to our account. 

Some ten days later, the paying bank protested 
the check, returning same to us and charging our 
account, with the statement that the signature 
was a forgery. Close examination of the check 
reveals the fact that it was stamped “Paid,” the 
day it was originally credited to our account. 

The party for: whom we cashed the check now 
declines to take up the check due to the fact that 
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we advised him it had been paid and credited to 
our account. We therefore would like to have 
an expression of your opinion as to our rights in 
the transaction and if the party for whom we cashed 
the check, this bank, or the paying bank should 
stand the loss. 

By the overwhelming weight of authority, 
a bank which has paid a check to which 
the signature of the maker has been forged 
cannot recover the money from the person 
who received it, where the latter was a 
bona fide holder having no connection with, 
knowledge of, or reason to suspect the forg- 
ery; and such is the rule in West Virginia. 
(Williamson Bank v. McDowell County 
Bank, 66 W. Va. 545, 66 S. E. 761; John- 
ston v. Commercial Bank, 27 W. Va. 343). 

In the case submitted, the drawee bank 
had paid the check, stamped it “paid,” and 
notified the collecting bank of its payment, 
and its attempted revocation of such pay- 
ment by protesting and returning the check 
ten days later is futile. 

The drawee bank must stand the loss, and 
your bank cannot be compelled to reimburse 
it therefor. 


Waiver of Stock Lien 


STATE bank in Oklahoma converting 

into a national bank and issuing new 
stock of the national bank in exchange for 
the stock of the State bank waives the 
statutory lien given by State law on the 
stock of the State bank for indebtedness 
of the stockholder. 


From Oklahoma: A stockholder in an Okla- 
homa state bank is indebted to the bank. The 
state bank is converted into a national bank and 
all stock of the State bank surrendered and new 
stock issued by the national bank. 

In the conversion, does the national bank lose 
the statutory lien held by the state bank on the 
shares owned by the debtor? 

The lien given by the Oklahoma statute 
upon the stock of an indebted stockholder 
is waived by converting into a national 
bank and issuing new stock of the national 
bank in exchange for the stock of the State 
bank. Under the national law, a national 
bank cannot acquire a lien on its own stock 
held by persons who are its debtors, or 
prohibit transfers by its debtors, even by 
provisions framed with a direct view to 
that effect in its articles of association, or 
by direct by-laws and notice in the certifi- 
cates of stock. (Buffalo Third Nat. Bank 
v. Buffalo German Ins. Co., 193 U. S. 581). 

In Farmers & Merchants Bank of Kiel v. 
Cherokee Trust Co., 123 Pac. 153, the Su- 
preme Court of Oklahoma held: “While 
under our statute a transfer of bank stock 
is invalid against the bank, or any cred- 
itor thereof, so long as the registered holder 
is indebted to the bank, yet, if the bank rec- 
ognizes the transfer and issues to a pur- 
chaser of the stock new certificates, in lieu 
of the old ones, which are surrendered to 
the bank, and such purchaser resells the 
stock to another, who buys in good faith, 
as against these transferees, the bank has 
waived its lien, and can be compelled to 
register the second transfer and issue new 
certificates to the purchaser.” 

The above case affords an illustration of 
a waiver of lien by a bank by issuing new 
stock to a purchaser from an indebted stock- 
holder who resells the stock to a bona fide 
transferee. 

Equally it must follow the bank waives 
its lien when it changes its corporate char- 
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acter and becomes organized under a system 
which does not recognize stock liens and 
calls in its old stock upon which it holds 
liens and issues lien-free stock in exchange 
therefor. 


Interest on Note 


BANK receives from a borrower a 

note which has run for one month, 
with request for the face plus interest to 
date, The note does not provide that it is 
payable with “interest,” and the bank ques- 
tions whether the note carries interest. 
Opinion :—Where there is no provision for 
interest, only the face is payable at maturity, 
and after maturity the amount will draw 
interest at the legal rate. 

From New York: A short time ago we read 
the following statement in a banking book the 
author of which said that this statement was em- 
bodied in the Negotiable Instruments Law: 

“Unless interest is mentioned in the note, it 
carries no interest until after its due date, and 
then draws interest at the legal rate for the state 
wherein the contract was made.” 

We have carefully examined the Negotiable In- 
strument Law, but cannot find any such provision. 
_ We have just received a note of considerable 
size from a borrower which was dated about a 
month ago, with the request that we send him 
our check for the face of the note plus the interest 
to date. In his letter he simply asked us to send 
him our check for the amount which he had figured 
in exchange for the note. The question with us 
is, if a note does not bear on its face the phrase 
“with interest’ will the courts hold that it is pre- 
sumed to draw interest or must the foregoing 
phrase appear on the note? 

Where interest is not mentioned in a note, 
only the face is payable at maturity. After 
maturity the amount will draw interest at 
the legal rate for the State where the con- 
tract was made. 

This is not a provision of the Negotiable 
Instruments Act, but there is no doubt as to 
the legal correctness of the proposition and 
some such statement may have been printed 
in a book, which also contained the Nego- 
tiable Instruments Act. 

Where, therefore, your bank receives from 
a borrower his note payable in the future 
promising to pay the amount, but with no 
provision for interest, and the note has 
run a month before it is received by your 
bank, all that would be payable thereon at 
maturity would be the face amount and 
the banking transaction would be to dis- 
count by deducting from its face the amount 
of interest from the time received until ma- 
turity, and pay over the proceeds less the 
discount. If your bank followed out the 
request of your depositor and sent him a 
check for the face of the note, plus the 
interest to date received, you would be lend- 
ing him the money for nothing and in addi- 
tion making him a present of one month’s 
interest. 


Set-Off by Depositor 


DEPOSITOR ina bank which becomes 
insolvent, who also owes money to the 
bank, is entitled to set off the amount of his 
indebtedness against his deposit, and where 
his deposit is greater than his debt is entitled 
to dividends on the balance of account. 
From Missouri: We have been having a little 
controversy over a question which we would like 
you to decide, namely, if A has on deposit one 
thousand dollars and owes the bank with whom he 
has the deposit four hundred dollars, if said bank 


fails and pays fifty per cent on the dollar, how 
much does A get in the settlement? 


As a general rule, a depositor who is in- 
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debted to the bank is entitled to set off the 
amount to his credit against his indebtedness 
(Steelman v. Atchley, 98 Ark, 294, 135 S 
W. 902; Roberts v. Bank, (Ga.) 103 S, = 
176; Thompson v. Union Trust Co., 130 
Mich. 508; Becker v. Seymour, 71 Minn, 
394; Bernstein v. Coburn, 49 Nebr. 734: 
Building &c. Co. v. N. Y. Northern Bank, 
206 N. Y. 400; Jack v. Klepser, 196 Pa. 
St. 187) even though the bank is insolvent. 
(Hall v. McIntosh, 22 Colo. App. 292; Col- 
ton v. Dover Perpetual Bldg. &c. Assoc., 90 
Md. 85; Williams v. Johnson, 50 Mont. 7, 
144 Pac. 768. See also Lippitt v. Thames 
L. & T. Co., 88 Conn. 185). Conversely 
a bank may look to deposits in its hands for 
the repayment of any indebtedness to it on 
the part of the depositor, and may apply 
the debtor’s deposits on his debts to the bank 
as they become due. (Wilson v. Trust Co., 
233 Fed. 697; Pastene v. Bank, (Ariz.) 
172 Pac. 656; Auto Co. v. Bank, (Iowa) 
171 N. W. 121; Bank &c. Co. v. Nichols, 
145 Ky. 138; Laighton v. Trust Co. 225 
Mass. 458; Moreland v. Bank, (Miss.) 74 
So. 828; Craig v. Bank, (Mo. App.) 238 
S. W. 507; Cochrane v. Bank, (Mo. App.) 
201 S. W. 572; Block v. Amsden, 177 N. 
Y. S. 604; Moore v. Bank &c. Co., (N. C.) 
91 S. E. 793; Bank v. Hunt, (Okla.) 185 
Pac. 1089; Mahon v. Bank, (Ore.) 206 Pac. 
224; Hungerford v. Curtis (R. I.) 110 Atl. 
650; Beatty-Folsom Co. v. Edwards, (Tex. 
Civ. App.) 238 S. W. 340; Adler’s Estate 
(Wash.) 199 Pac. 762; Lutz v. Williams, 
(W. Va.) 99 S. E. 440). 

In the case submitted the depositor would 
be entitled to set off his claim against the 
bank for his deposit pro tanto against his 
indebtedness of $400 to the bank; and he 
would be entitled to his 50 per cent divi- 
dend on the remaining $600 due by the bank 
to him on deposit account—i.e., he would 
be entitled to $300. 


Set-Off of Assigned Claim 


RDINARILY a debtor can set off 
against his creditor a cross-demand 
against the creditor which he has purchased 
before suit brought; but where such pur- 
chase is made after the creditor has be- 
come insolvent, the right of set off is gen- 
erally denied upon equitable grounds. 
From South Carolina: A deposited with bank 
C which has suspended payment and is now in 


course of liquidation. B owes bank C on a note. 
oe B buy A’s claim and use same to pay bank 
? 


A debtor has as good a right to purchase 
a cross-demand to extinguish a claim 
against himself by set-off as he has to ac- 
complish the same result by making a pay- 
ment; (Nix v. Ellis, 118 Ga. 345; Bram- 
blett v. Slemp (Ky.) 108 S. W. 339; Cor- 
nell vy. Donovan, 13 N. Y. St. Rep. 704; 
Rider v. Johnson, 20 Pa. St. 190; Russell v. 
Spear, 12 Phila. (Pa.) 230) and thus it 
is held that a claim against plaintiff as- 
signed to defendant before suit brought may 
be set off against plaintiff’s cause of action. 
(Gaff v. Kahn, 18 Ill. App. 483; Weader v. 
Crawfordsville First Nat, Bank, 126 Ind. 
111; Otwell v. Cook, 9 B. Mon. (Ky.) 357; 
Steele v. Sellman, 79 Md. 1; ‘Hanselman v. 
Doyle, 90 Mich. 142; Ashby v. Carr, 40 
Miss. 64; Martin v. Williams, 17 Johns. 
(N. Y.) 330; Rayburn v, Hurd, 20 Oreg. 
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229; Murray v. Williamson, 3 Binn. (Pa.) 
135; Hemingway v. Farr, 2 Treadw. (S. 
C.) 753; Compty v. Allen, 2 Bay (S. C.) 
481; Russell v. Lithgow, 1 Bay (S.C.) 437; 
Pittsburgh First Nat. Bank v. Post, 65 Vt. 
222. See also Francis v. Rand, 7 Conn. 221: 

However, claims offered in set-off by a 
defendant who has purchased them must be 
owned by defendant in good faith, and must 
be actually, and not colorably, purchased, 
(Smith v. Warner, 16 Mich. 390) and a 
demand assigned conditionally for the pur- 
pose of being used by the assignee as a 
set-off, with an agreement that it be re- 
turned if not so used, cannot be used as a 
set-off to a valid claim against the assignee; 
(McDade v. Mead, 18 Ala. 214; Olmstead 
y. Scutt, 55 Conn, 125; Sprigg v. Granne- 
man, 36 Ill. App. 102; Claflin v. Dawson, 
58 Ind. 408; Fusting v. Sullivan, 51 Md. 
489: McDonald v. Harrison, 12 Mo.° 447; 
Straus v. Eagle Ins. Co., 5 Ohio St. 59; 
Oyster v. Short, 177 Pa. St. 589; Gump v. 
Goodwin, 172 Pa. St. 470; Shryock v. Base- 
hore, 82 Pa. St. 159; McGowan v. Bud- 
long, 79 Pa. St. 470). And a conditional 
assignment without consideration of a claim 
against plaintiff is not good as a set-off. 
(Arnold v. Johnson, 28 How. Pr. (N. Y.) 
249.). 

It is held in a number of jurisdictions 
that where the creditor is insolvent de- 
fendant cannot set-off in a subsequent action 
by the creditor’s assignee in insolvency a 
claim purchased by him against the creditor 
subsequent to the insolvency. (Ingwersen 
v. Bucholz, 88 Ill. App. 73, (holding that 
where a certificate of deposit is assigned to 
a party after the appointment of a re- 
ceiver of the issuing bank, he is not entitled 
to set-off his claim against the bank to 
the prejudice of its other cerditors.) ; Smith 
v. Hill, 8 Gray (Mass.) 572 (where the 
court said: “To allow this set-off would 
not be consonant with equity or justice to 
the parties interested, would directly tend 
to defeat an equitable distribution of the 
assets among the creditors generally; and 
would enable a debtor of an insolvent—one 
notoriously so, and who was about to be- 
come the subject of proceedings in insol- 
vency—to give a preference to such cred- 
itors of the insolvent as he might be dis- 
posed to favor, making their debts avail- 
able to the whole amount due, if the pur- 
chaser pleased to take them at that rate, 
as he might well do if he was to be allowed 
their full amount as an available set-off 
against his own debt to the insolvent; or, 
what would be equally objectionable, to al- 
low the debtors of the insolvent to discharge 
their liabilities by a set-off acquired by pur- 
chasing the depreciated debts of the insol- 
vent at a large discount from their nominal 
amount.”); Stone v. Dodge, 96 Mich. 514, 
56 N. W. 75, (holding that in an action 
by the receiver of an insolvent bank against 
a debtor of the bank to recover a sum due 
at the date of the suspension of the bank, 
the defendant cannot set-off a certificate of 
deposit, procured by him from a creditor 
of the bank after its suspension, and before 
an application for the appointment of a re- 
ceiver was made.); Northern Trust Co. v. 
Healy, 61 Minn. 230, 63 N. W. 325; Smith 
v. Brinkerhoff, 6 N. Y. 305; Diven v. Phelps, 
34 Barb. (N. Y.) 224; Venango Nat. Bank 
v. Taylor, 56 Pa. St. 14; Smith v, Mosby, 


9 Humphr. Tenn. 501. Contra: Salladin v. 
Mitchell, 42 Nebr. 859, 61 N. W. 127). 

So, according to the weight of authority, 
in the case submitted “B” could not acquire 
the claim of “A” against the bank, after 
its insolvency, and set-off same against a 
note due by him to the bank. 


Note “‘Six Months or On 
Demand” 


NOTE made payable “six months after 

date or on demand” would be non- 
negotiable according to the interpretation of 
the Negotiable Instruments Act by the Su- 
preme Court of Washington. 

From Washington: Will you kindly advise us 
as to the effect and the wisdom of making a note 
payable “Six months or on demand.” We believe 
we have seen a ruling that the fact of the in- 
definiteness of the person who is to make the 
demand, avoids the whole note. 

With respect to the effect of a provision 
in a note making it payable “six months or 
on demand,” submitted in the above case, 
such a provision would render the note non- 
negotiable, according to the ruling in Pu- 
get Sound State Bank v. Washington Pav- 
ing Co., (Wash. 1917) 162 Pac. 870, holding 
that under Rem. Code, 1915, Sec. 3392, pro- 
viding that an instrument, to be negotiable, 
must be payable on demand, or at a fixed or 
determinable future time, and Sec. 3395, 
providing that an instrument is payable at 
a determinable future time, which is ex- 
pressed to be payable on or at a fixed period 
after the occurrence of a specified event cer- 
tain to happen, though the time of happen- 
ing is uncertain, and that an instrument 
payable on a contingency is not negotiable 
and the happening of the event does not 
cure the defect, notes providing that they 
should become due and payable on demand 
at the option of the payee when he deemed 
himself insecure were nonnegotiable, since 
the word “contingency,” as used in Sec. 3395, 
refers to contingency as to time, though it 
may refer to other contingencies. 

After quoting the provisions of the Wash- 
ington Negotiable Instruments Law, the 
court said: 

“These provisions, we think, answer this 
question according to the contention of coun- 
sel for respondent. We think the word ‘con- 
tingency,’ as here used, refers to contingency 
as to time, though it may also refer to other 
contingencies, We note here that 
the above quoted provision in these notes 
gives the Olympia Bank, the payee, the 
unrestricted power to declare the notes due 
at any time before maturity, and that the 
right to exercise such power possessed by 
the payee is not dependent upon nor does it 
grow out of any act, promise or agreement 
of the paving company, the maker of the 
notes. In other words, it is a contingency 
over which the maker of the notes has no 
control. After quoting from decisions in a 
number of other jurisdictions in support of 
its position, the court concluded on this 
point in the following language: 

“It might be contended that these notes, 
by reason of the power of election on the 
part of the payee as to their maturity, be- 
came in effect demand notes, and were, 
therefore, negotiable under Rem. Code, Sec. 
3392, above quoted, and that, being trans- 
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ferred to appellant Puget Sound Bank with- 
in a reasonable time after their execution, 
they would be freed frem equitable defenses 
of the maker, as apparently is contemplated 
as to demand notes by Rem. Code, Sec. 3444. 
We think, however, the authorities above 
noticed answer any such contention and 
render it clear that the making of the notes 
payable, at a certain time, with the reserved 
power to the payee to declare them due be- 
fore the stated time of maturity if he deems 
himself insecure, does not make them de- 
mand notes within the meaning of sections 
3392 and 3444. We feel constrained to 
hold that these notes are not negotiable, and 
are, therefore, subject to any defense the 
paving company may have against them, 
which existed at the time of their transfer 
to the Puget Sound Bank.” - 


Stockholder’s Liability 


BANK is organized with a capital of 
$100 a share par value, but the stock 
is sold for $200 to build up a surplus. 
Question is raised whether the payment of 
the extra $100 relieves the stockholder from 
future liability for assessment, provided by 
statute, equal to the amount of the stock 
at par value thereof. Opinion:—The statu- 
tory liability exists and remains irrespective 
of the amount originally paid for the stock. 
From New York: A new bank is started with 
$50,000 capital. Stock $100 a share. In order 
to build up an immediate surplus the stock was 
sold for $200 a share. As a stockholder is liable 
for double the amount of the par value of the 
stock he holds does his liability cease by paying 
$200 for a share or is he still liable for an ad- 
ditional amount of his subscription? 

The New York Banking Act provides that 
the stockholders of every bank shall be 
individually responsible equally and ratably 
and not one for another, for all contracts, 
debts and engagements of the bank, to the 
extent of the amount of their stock therein, 
at the par value thereof, in addition to the 
amount invested in such shares. (N. Y. 
Laws 1914, Ch. 369, Sec. 120). It would 
seem to be plain from the wording of the 
statute that a shareholder in a bank incor- 
porated under the laws of New York is 
liable in an amount equal to the amount of 
stock in such bank owned by him, reckoned 
at the par value thereof, and not at the then 
market price of such stock, or at the amount 
at which he purchased such stock. This was 
the construction put upon a similar statute 
in another jurisdiction. (Thornton v. Lane, 
11 Ga. 459; Lane v. Morris, 10 Ga. 162). 

The same construction should be put upon 
the statute, whether the extra $100 paid in 
the instant case be regarded as a premiym 
of $100 per share, or as an assessment on 
each share voluntarily assumed by the stock- 
holder. 

A similar construction has been placed 
upon the United States statute assessing 
stockholders of national banks for debts 
of the bank in which they hold shares. 
(U. S. Rev. St. Sec. 5151. Delano v. But- 
ler, 118 U. S. 634, (holding that notwith- 
standing a previous assessment, if the bank 
is subsequently forced into liquidation, the 
amount paid on such previous assessment 
cannot be set off against the assessment 
levied pursuant to Sec. 5151 Rev. St.); 
Morrison v. Price, 23 Fed. 217). 
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Recent Decisions 


DIGESTED By THOMAS B. PATON, JR. 


DiscouUNTING BANK CREDITING DEPOSITOR 
Proceeps Not Bona 
HOLDER FOR VALUE. BURDEN OF 
Proor WHEN Fraup 
SHOWN—INDIANA 


LAINTIFF bank credited on its books 

the value of certain notes to the 
account of the assignor, who was payee of 
the notes. Now the payee assignor is hope- 
lessly insolvent, and the maker of the notes 
seeks to set up the fraud in the procure- 
ment of the notes, which were given for 
the purchase of worthless stock in the in- 
solvent company payee. Defendant: below, 
appellant here, showed fraud in the pro- 
curement sufficient to show that the title 
of the payee, who negotiated the paper to 
plaintiff below, was defective. 

The court held that when the maker of 
a note defends on the ground that it had 
been fraudulently procured and negotiated 
contrary to agreement, the burden to prove 
acquisition in due course was upon the as- 
signee. Furthermore, “if a bank discounts 
paper for a depositor, giving him credit 
upon the books of the bank, for the pro- 
ceeds thereof, the bank is not a bona fide 
holder for value, so as to be protected 
against infirmities in the paper.” A valu- 
able consideration must pass. (Varney vw. 
Nat. City Bank of Indianapolis, 139 N. E,, 
326.) 


Drart ATTACHED TO ORDER BILL oF LADING 
Is NEGOTIABLE, FEDERAL BILLS OF 
Lapinc Act SUPERSEDES STATE 
Law — 


of grain assigned a bill of 
lading with draft attached to appellant. 
The shipment was received by the con- 
signee, and the draft paid to appellant’s 
correspondent bank by consignee. 
Later the consignee found the shipment 
to have been short in weight, and had the 
correspondent bank garnisheed. But the 
court released the garnishee, for the funds 
now belonged to the assignee of the ship- 
per. And the assignee being an innocent 
purchaser, was not liable to the consignee 
on his claim against the shipper. 

The court held that the State law on the 
subject was superseded by the Federal bills 
of lading act, the field being entirely taken 
over by U. S. Compiled Statutes, §§8604aaa- 
8604w. First Nat. Bank of Ripley, Tenn., 
v. Tchula Commercial Co., 95 Sou., 742. 


SpeciaL Deposit Nor Susject To GENERAL 
Dest Dur sy DeEpositor. BANKRUPT’S 
Deposits FoR Pro Rata DistrI- 
BUTION — ARKANSAS 


EFENDANT bank held a note against 
now bankrupt, when he became insol- 
vent. There was an understanding between 
the creditors, including the bank, that the 
bankrupt’s business. should be carried on 


Assistant General Counsel 


HERE a bank dis- 

counts paper for a de- 
positor, giving him credit 
upon the books for the pro- 
ceeds thereof, it does not be- 
come a bona fide holder for 
value, so as to be protected 
against infirmities in the 
paper, unless,in addition to 
the mere fact of crediting 
depositor with the proceeds, 
some other and valuable 
consideration passes. 


UNDER Federal Uni- 

form Bills of Lading 
Act, the proceeds of a draft 
attached to an order bill of 
lading cannot. be subjected 
to the consignee’s demand 
against shipper for dam- 
ages resulting from a short- 
age in weight, where the 
shipper transferred the 
draft to an innocent holder 
or assignee. 


FUNDS deposited for a 

special purpose known 
to the bank cannot be with- 
held from that purpose, nor 
set off to cover debts due 
from the depositor. 


) imposing tax on bank- 

ers, the capital employed 
in banking by a trust com- 
any is measured by the 
ratio of banking assets to 
total assets. 


CONTRACT of a 
bank, within the object 
of tts creation, 1s legal, if 
not expressly prohibited, if 
it has a natural and reason- 
able tendency to aid in the 
accomplishment of the ob- 
jects for which the bank is 
created. 


by one of the creditors, plaintiff here, for 
the benefit of the creditors. The deposit 
of money realized from the business was 
made in the name of the bankrupt, the same 
as prior to insolvency, except that a new 
deposit book marked “new account” was 
given by the bank immediately after the 
understanding between the creditors. How- 
ever, the cashier of the bank stated as a 
witness that the new book was given be- 
cause the old one was filled. 

The bank set off the claim on the note 
against bankrupt’s account, and in a sum- 
mary proceeding by the trustee to compel 
the bank to turn the deposit over to the 
bankrupt’s estate, the bank set up an ad- 
verse claim, which defeated the summary 
proceedings. But here, upon a complete 
litigation the court found under the condi- 
tions that the deposits after the creditor 
took charge constituted a trust fund. And 
that, although all the creditors had not ex- 
pressed assent to the new arrangements, 
the transactions were the same as if they 
had. 

The general rule is that funds deposited 
for a special purpose known to the bank 
cannot be withheld from that purpose, nor 
set off to cover debts due from the deposi- 
tor, and that rule was applicable here. 
Wimberley v Bank of Portia, 250 S.W., 
334. 


TAXATION OF TRUST COMPANY ENGAGING IN 
BANKING BusINEss. RATE DIFFERENT 
FOR DIFFERENT BUSINESSES— 
MASSACHUSETTS 


Trust Company paid under 
protest certain taxes during the years 
1914 to 1916. The Trust Company was 
compelled to pay taxes at the rate charged 
banks under the War Revenue Act, Oct. 
22, 1914, Sec. 3 (1) on its entire capital, 
surplus and undivided profits. However, 
the Trust Company claimed that, since it 
engaged in other distinct businesses, such 
as maintaining a savings department, safe 
deposit department, and others, only the 
assets used in the banking department 
should be taxed at the rate named for 
banking business. 

The decision of the court upheld the 
contention of the Trust Company. For, 
while the company was a banker within 
the meaning of the Act, still in computing 
the bank tax in this case the Company was 
“liable to a tax measured by the same pro- 
portion of its capital, surplus, and undi- 
vided profits as the assets employed in its 
banking business bear to the total assets 
employed in all departments.” (This 
court preferred the reasoning in Fidelity 
& Dep. Co. of Md. v. U. S., 42 Sup. Ct. 
511, over the rule suggested in Anderson 
v. Farmer’s Loan & Trust Co., 241 Fed. 
322.) Old Colony Trust Co. v. Malley, 288 
Fed. 903. 
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ACCEPTANCE BY TELEGRAPH, REPLYING THAT 
Drart “Is To-Day,” Bounp 
to Honor Uron PRESENTMENT IF 
Deposit Is SuFFICIENT 
—TEXAS 


a WARD CATTLE and Pasture Co., 
now bankrupt, gave a check to plaintiff 
appellant who deposited for collection in 
the Kirbyville State Bank. The bank of 
deposit telegraphed the San Antonio drawee 
bank, the defendant here, as follows: 

“We have for collection on you Ward 

Pasture and Cattle Company draft for 

five thousand dollars in favor of R. C. 

Conn. Will you pay same?” 

The San Antonio bank telegraphed in 
reply: 

“Check of Ward Cattle and Pasture 

Company for five thousand dollars is good 

today.” 

The telegram of inquiry from the Kirby- 
ville bank was sent on April 28, 1916, on 
which date the cattle company went into 
the hands of a receiver. The reply of the 
San Antonio bank was sent on the fol- 
lowing day. And before the receipt of the 
reply, the check was forwarded to a Hous- 
ton bank, and in turn to a San Antonio 
bank for collection. On May 1 the check 
was presented for payment, and refused by 
the drawee bank, although there was on 
deposit to the credit of the drawer the sum 
of $8,060, unappropriated, which sum: re- 
mained so unappropriated until May 13, 
when the bank entered the $8,060, as a credit 
upon a note owed by the cattle company to 
the bank. 

During all the time of these transactions 
the cattle company was heavily indebted 
to the defendant bank for several times the 
amount of the deposit. However, the court 
held that the reply of the defendant bank to 
the telegram virtually amounted to a letter 
of credit, “and their answer was clearly 
an acceptance based only on the condition 
that the funds were on hand at the time it 
was presented.” The court cited with 
approval 105 Tex., 548 (152 S. W. 808) 
and 35 Tex. Civ. App., 447 (80 S. W. 1,058) 
Conn, et al. v. San Antonio National Bank 
et al., 249 S. W., 1,045. 


“ULTRA Vires” DEFINED; CONTRACT OF 
ArpING Osjects OF BANKING 
BusINEss NoT ULTRA. VIRES 
—TExAS 


LAINTIFF appellee sold certain real 
estate to one Kelsey, and took two pur- 
chase money notes, each for $4,925, secured 
by a purchase money mortgage duly 
recorded. Kelsey was largely indebted to 
defendant appellant bank, and defendant, 
seeking to secure itself, obtained a con- 
veyance of the realty from Kelsey, and 
assumed the liability of the two notes, of 
which transaction it informed plaintiff. At 
the time this arrangement seemed ad- 
vantageous to the bank, but within two 
months there was a marked depreciation in 
the value of the real estate. Then the bank 
reconveyed to Kelsey, who agreed to assume 
the liability for the payment of the notes, 
intending to relieve the bank therefrom. 
However, plaintiff claims never to have con- 
sented to the reconveyance to Kelsey. 
Defendant bank claims that the attempt 
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to have the real estate conveyed to it as a 
purchaser, upon its assuming liability on 
the notes was ultra vires. That under the 
law creating state banking corporations, 
there was no authority to bind the bank 
upon its obligation to assume and pay the 
purchase money notes sued on. But the 
court held that “A contract of a bank, 
within the object of its creation, is legal 
if not expressly prohibited,.if it has a 
natural and reasonable tendency to aid in 
the accomplishment of the objects for which 
the bank is created.” And since the trans- 
action in question was reasonably calculated 
to secure the bank on some of the extended 
indebtedness of Kelsey to the bank, it was 
incidental to the powers granted for carry- 
ing on the business of banking. 

The contention of the defendant that 
plaintiff could not avail himself of the 
agreement between the bank and Kelsey, 
whereby the former agreed to assume the 
liability of the notes, was held to be 
already settled adversely to defendants, in 
Allen v. Traylor (Tex. Civ. App.) 212 S. 
W., 945 and Strickland v. Higginbotham 
Bros. (Tex. Civ. App.) 220 S. W., 433. 
Desdemonia State Bank & Trust Co., et al., 
v. Streety, 250 S. W., 286. 


Deposits IN Jornt Account; SURVIVOR 
TAKING SUBJECT TO TRANSFER TAX 
ON WHOLE AMOUNT THERFOF 
—New York 


HE APPELLANT in this action and 

her sister, now deceased, each contrib- 
uted one-half toward two bank deposits, in 
joint accounts. Appellant appeals individu- 
ally and as executrix of his sister from a 
taxing order, assessed not merely upon 
decedent’s half interest in the accounts, but 
upon their full value. 

The accounts were opened subsequent to 
the passage of §220, subd. 7, of the Tax 
Law of 1915, which provided that Bank 
deposits in the joint names of two or more 
persons payable to either or the survivor, 
upon the death of one, the right of the 
survivor to immediate ownership shall be 
deemed a transfer taxable in the same 
manner as though the whole property to 
which such transfer relates belonged abso- 
lutely to the deceased, and had been be- 
queathed to the surviving joint depositor 
by will. 

The court held the assessment upon the 
entire accounts was valid, the language of 
the statute being clearly of that intent. In 
re Reynolds’ Estate, 199 N. Y., Supp., 494. 


BANK WirHout Notice PAYING INSOLVENT 
Depositor’s CHECKS BEerorE ApjupI- 
CATION AND AFTER FILING PETI- 

TION IN BANKRuptTcy Not 
LIABLE—KENTUCKY 


ITHOUT any knowledge on the part 
of the bank concerning a petition in 
bankruptcy having been filed against a de- 
positor, the bank accepted deposits and 
honored checks of the depositor before the 
adjudication. Later the trustee in bank- 
ruptcy was appointed, and he sought to hold 
the bank liable for the payments after the 
filing of the petition. 
The court held that while broadly speak- 
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ing the adjudication when made relates back, 
payments made by the bank in the regular 
course of business, and in‘ignorance of the 
proceedings prior to the final adjudication 
discharged the bank to that extent. Citi- 
zens Union Nat. Bank v. Johnson, 286 Fed., 
527. 


‘ 


BANKER’S CHECK—DEATH OF PURCHASER 
OF Drart DRAWN BY BANK AGAINST 
CoRRESPONDENT ReEvoKES AGENCY 
To TRANSMIT Monry— 

OREGON 


LAINTIFF executrix came into pos- 

session of two drafts sold to deceased 
testator by defendant bank eight days be- 
fore testator’s death. Testator intended to 
make a gift of the drafts to the payees, but 
in fact did not do so, still retaining pos- 
session at her death. When deceased 
bought the drafts, her account at the de- 
fendant bank was charged therewith to 
pay for the drafts and exchange, and de- 
fendant bank notified its correspondent, the 
drawee, in New York, and by book entries 
defendant’s account with the drawee was 
charged the sum of the drafts. 

Plaintiff, suing for the return of the pur- 
chase price of the drafts, claims that the 
transaction created nothing more than an 
agency for the transmission of funds, which 
agency was revoked by the death of the 
principal before the execution of the agency. 
Defendant claims that the issuance of the 
drafts amounts to a sale of credit, and that 
the drafts would have to be presented to 
the drawee. 

The court held for the plaintiff. The 
drawee not having accepted the draft, and 
furthermore the drawee’s authority to pay 
was subject to revocation upon presentation 
of the draft. Since the death of the prin- 
cipal precluded the legal delivery of the 
instruments to the payees, defendant was 
bound to refund to plaintiff upon proper 
demand and payment of costs incurred by 
defendant. Gellert v. Bank of California, 
213 Pac., 377. 


DEMAND Note May Be SuEp oN WITHOUT 
DEMAND — MaArcINAL NOTATIONS 
Must Be Taken Notice or— 
CoLoRADO 


O’ A NOTE due upon demand, there 
was a marginal notation “Due 2/29/ 
19.” After it was delivered to the bank, 
the cashier remembered that there was no 
February 29 that year, and changed it to 
“3/1/19.” The question came up in re- 
plevin as to whether the levy was made on 
the chattels securing the note within the 
statutory period of 30 days, the defendant 
claiming the 30 days began running upon 
the execution of the note since it was a 
demand note, and could be sued on without 
demand. But the court held that while 
the period would begin to run on a demand 
note when made, still the note must be 
construed with its marginal notations, and 
was not due until the due date in the 
margin, and since the change in the date 
by the cashier was a change to a date which 
the court would have construed it to, it 
did not vitiate it. Whittier v. First Nat. 
Bank, 214 Pac., 536. 
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McLACHLEN BANK AND OFFICE BUILDING 
WASHINGTON, D. C. 


J. H. DeSIBOUR, Architect 
Erected in 1910 and faced entirely from second 


story to roof with white glazed Terra Cotta in a 
dull porcelain finish. 


AN EXTERIOR WHICH IMPRESSES 


PT-ERRA COTTA for the exterior finish of your new building solves 
the problem of obtaining a fitting elegance of appearance with- 
out extravagant outlay. In a time of high building costs this 

advantage becomes an important factor in your choice of material. 


Reasonable in initial cost Terra Cotta also offers the further economy 
of negligible maintenance expense in the ready cleanability of the im- 
pervious surface. Ordinary washing restores the freshness of original 
aspect when occasion requires. Injurious sand blasting is not necessary. 


A wide variety of surface finishes and shades of coloring admit in 
addition a distinctive treatment adapted to individual needs in any 
architectural style. Send for our brochure, ‘‘Better Banks,”’ illustrating 


many fine examples. Address National Terra Cotta Society, 19 West 
44th Street, New York City. 


TERRA COTTA 


Permanent Beautiful Profitable 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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School Savings Over $9,500,000 


Increase of Three and One-Half Millions in a Year. Num- 
ber of Participating Pupils Has Increased by 677,879. Marked 
Progress Made in Operation of the Systems to Promote Thrift. 


EPOSITS made by school chil- 
dren in their school savings bank- 
ing systems during the fiscal 


school year 1922-1923 aggregated 
more than nine and one-half million dol- 
lars. This represents an increase of three 
and one-half million dollars or 39 per cent 
over the year 1921-1922, of six million dol- 
lars or 63 per cent over the year 1920-1921 
and of seven million dollars or 70 per cent 
over the year 1919-1920. 

These figures are from the fourth annual 
tabulation by the Savings Bank Division of 
the American Bankers Association of re- 
ports from schools and banks throughout the 
United States. The complete tables for all 
reporting systems arranged by States is now 
in press. 

The attached tabulation gives only the 
“Honor Roll” cities which report that 75 
per cent or more of the enrolled pupils in 
operating schools are participating in the 
school savings banking systems. It may 
be added that no city is included in this 
list which did not give an accurate and 
balanced report to prove the right to be 
represented, 

A broader understanding of the funda- 
mental purpose of the school savings bank- 
ing systems, which is to combine the under- 
lying principles of thrift with actual expe- 
rience in systematic saving, is evidenced by 
the public sentiment which has been aroused 
and further cooperation on the part of 
parents and teachers in this educational 
project. 

This cooperation has resulted in a rapidly 
increasing number of pupils participating in 
the school savings systems, according to the 
following figures: 


1919-1920 


Results have shown that the most suc- 
cessful systems are those which encourage 
a close, personal relationship between the 
pupil depositor and the depository bank. 
It is by means of this relationship that this 
Division hopes to decrease the amount of 
withdrawals, which amounted to over three 
and one-half million dollars during the past 
school year. The bank official in charge 
of school savings could do much to dis- 
courage a greater part of the withdrawals 
through a personal interview with the child. 
This method of procedure has brought 
about splendid results in many instances. 

In spite of the above amount of with- 
drawals, the average gross deposit for the 
year increased from $4.31 to $5.63, and 
the average net saving per depositor in- 
creased from $2.42 to $3.50. 


Rank City and State 


CLrass A—ENROLLMENT oveER 10,000 


Per cent. 
Partici- 
pating 


Memphis, Tenn, ........ 
Duluth, .......... 
New Britain, Conn. ..... 
Rochester, N. Y. ........ 
Providence, R. 1. ....... 
Akron, Ohio 

Pittsburgh, Pa. 

East St. Louis, Tih ...... 
Louisville, Ky. 
Binghamton, N. Y. ..... 
Wilmington, Del. 
Huntington, W. Va. .... 
Minneapolis, Minn. ..... 
Canton, Ohio 
Wilkes-Barre, Pa. ...... 
Toledo, Ohio 
Pawtucket, 
*Flint, Mich. 

Loom. Beach, Cal. ...... 
Hartford, Conn. ........ 
Terre Haute, Ind. ...... 


Meriden, Conn. 
Superior, Wis. ......... 
Braddock, Pa. ........+ 
Jackson, Mich, .......... 
Covington, Ky. ......... 
Roanoke, Va. .......... 
Council Bluffs, Jowa .... 
Chicopee - Chicopee Falls 
Mass, 

Alameda, Cal. .......... 
Lexington, Ky. ......... 
Berkeley, Cal. .......... 
Bay City, Mich. ........ 
McKeesport, Pa. ........ 
Rockford, Ill. .......... 75 


Mechanicsville, N. Y. ... 99 
Duquesne, Pa. .......... 99 
W. Frankfort, Til. ..... 
Charleston, W. Va. ..... 
Ansonia, Conn. ......... 
Evanston, III. 
Woodlawn-Aliquippa, Pa. 
Martins Ferry, Ohio 

E. Providence, R. I 
Herrin, III 

W. Aurora, TL ........ 
Canonsburg, Pa. 
Gloversville, N. Y. ...... 
Green Bay, Wis. ........ 
Antigo, 
Woodbridge, N. J. ...... 
Norwood, Ohio 
Vineland, N. J. ......... 
Newark, Ohio 

Beloit, Wis. ...........- 
|| 
McKees Rocks, Pa. .... 
Iron Mountain, Mich. ... 
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Total 


Enrollment 
in Schools 


Operating 
30,331 
19,697 


2,198 
3,697 
4,400 
2,875 
2,872 
4,743 
3,759 


Number of 


Pupils 
Partici- 
pating 
29,673 
18,573 
11,271 
31,847 
41,619 
28,263 
74,740 
12,405 
26,723 


9,500 
28,331 


4,888 
7,675 
6,976 
7,244 
4,641 
5,950 
6,731 


Total 
Amount 
Collected 


$123,075.04 
100,856.30 
82,168.79 
108,973.83 
424,492.32 
147,778.96 
569,585.91 
79,538.43 
97,749.06 
58,961.45 
66,286.25 
41,856.85 
167,056.21 


82,177.84 
48,088.24 
72,498.00 


10,285.14 
35,156.91 
17,551.60 
41,055.28 
20,590.48 
61,672.40 
42,990.11 


$15,059.83 
33,186.16 
000; 


Average 
Individual 
Deposit 


Gross 


Net 


97 $434 $260 
2 94 5.43 4.52 
3 93 12,034 7.29 443 
4 93 34,300 3.45 215 
5 91 45,366 10.24 876 
6 90 31,403 5.22 3.01 
7 88 84,932 760 4.68 
8 88 13,803 6.42 4.66 
9 88 30,140 3.65 1.12 
10 87 10,819 9,575 6.15 4.93 
11 87 13,517 11,749 5.64 5.00 
12 87 10,751 9,373 445 261 
13 87 52,208 45,438 3.67 1.85 
14 85 14,936 12,801 85,746.82 6.69 3.84 
15 84 20,022 16,955 121,204.74 7.14 3.01 
16 83 33,159 27,336 116,043.01 424 254 
17 81 10,466 8,435 96,721.70 11.46 9.25 
18 81 19,893 16,235 28,446.80 175 1.40 
19 80 17,759 14,148 55,314.07 3.20 2.47 
20 78 11,529 9,023 20,521.10 2.27 
21 77 23,671 18,212 130,862.97 718 299 
22 77 11,732 10,609 774 6.70 
23 75 12,603 S| 5.06 1.97 
24 75 38,011 255 2.33 
CLass B—EnrouuMENT 5,000 to 10,000 
1 5,055 $53,296.82 $10.90 $7.90 
2 7,962 43,396.90 565 3.11 
3 7,264 62,494.67 895 5.18 
4 7,743 53,006.29 7.31 5.55 
5 5,210 19,759.17 425 1.86 
6 6,921 20,178.48 3.39 2.46 
7 7,956 57,003.93 8.46 
8 
5,160 4,392 234 231 
9 5,546 4,704 747 3.37 
10 5,754 4,910 3.57. 1.37 
11 7,016 5,784 585 5.11 
12 5,090 4173 493 3.15 
13 9,588 7,709 800 5.52 
14 9,931 7,448 5.77 3.68 
| CLass C—ENrRoLLMENT 2000 to 5000 
1920-1921 802,906 1 2,180 $6.90 $4.21 
1922-1923 1,948,908 4 2'300 1251.32 450 288 
5 2,748 22,810.54 8.30 
6 4,550 47,072.92 10.34 9.05 
7 2,996 39,147.39 13.06 7.35 
8 2,717 2,568 23,033.96 8.96 5.64 
9 4213 4,000 34,880.74 872 7.68 
10 3,382 3,189 18,310.21 5.74 2.94 
11 2,707 2,509 9,477.95 3.76 3.49 
12 3,301 3,000 23,502.96 783 4.35 
13 3,425 3,176 15,262.26 481 4.08 
14 4,584 4,167 27,915.05 6.69 3.14 
15 2,498 2,223 6,194.28 3.53 2.20 
16 3,550 3,240 18,709.12 5.77 231 
17 2,394 2,133 13,723.08 6.43 5.41 
18 3,847 3,444 33,920.79 984 6.08 
19 3,340 2,947 14,978.77 508 3.96 
20 4,807 4,200 28,890.80 684 4.18 
21 4559 3,976 27,391.13 688 4.33 
22 2,722 2,348 26,679.72 11.35 7.16 
23 4,340 3,678 28,277.11 768 4.56 
24 4,554 3,837 32,659.72 8.51 5.74 
25 2,623 2,205 12,986.79 588 3.63 
26 2,631 2,204 13,358.35 6.06 4.84 
|_| 
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During the past four years the bank 
balances, as of the end of the school year, 
have increased as follows: 


1919-1920 
1920-1921 
1921-1922 
1922-1923 


$3,891,494.88 
4,434,875.17 
6,382,542.75 
11,844,940.96 


It has been the endeavor of the Division 
not to include in these balances the ac- 
counts of former pupils, and in all cases 
where reports have given accurate or ap- 
proximate percentages belonging to former 
accounts, the corresponding amounts have 
been deducted. 

The reported amount of interest which 
accrued to pupils’ accounts during the year 
1922-1923 amounted to $184,930.95, an in- 
crease of 34 per cent over the preceding 
year. 

The reports which are compiled annually 
and semi-annually by the Division are not 
the only evidences of progress of the thrift 
movement on behalf of school children. En- 
couraging letters are sent from time to 
time from systems throughout the country, 
enclosing pamphlets, bulletins and copies of 
material used in connection with the school 
work, showing that the movement has been 
aggressively pushed until it has become a 
national issue. 

A recent communication to subordinate 
State and local thrift committees by Mrs. 
Ella Caruthers Porter, national chairman 
on thrift of the National Congress of 
Mothers and Parent Teacher Associations 
reads, in part, as follows: 


“The National Congress of Mothers and 
Parent Teacher Associations has pledged its 
unqualified endorsement to the establishment 
of thrift instruction as a regular part of 
public school curriculum. The committee 
appointed by the National Educational As- 
sociation on “Thrift” also recommends that 
“Thrift” education be made a part of the 
regular instruction in all schools, and that 
the study of practical finance as applied to 
banking, life insurance and other subjects 
should be given a regular course in high 
schools and that a method of applying the 
principles of safe investment, school savings 
systems and savings bank facilities should 
be worked out. The school savings bank is 
one of the best mediums for reaching this 
end. It not only establishes the habit of 
saving but it educates the child in thorough 
business methods. In recommending the 
method outlined by the American Bankers 
Association for school savings banks, I feel 
safe in saying that no body of American 
business men have given the matter more 
thought or realized more keenly the need 
of training the coming citizen in sound busi- 
ness principles, 

“The National Congress of Mothers wishes 
to cooperate with the American Bankers 
Association in its effort to accomplish this 
end. 

“However, if your State has already a plan 
for school savings banks successfully op- 
erating, I would not recommend a change. 

“Your local bankers of the American 
Bankers Association will usually furnish 
printed material for organizing school sav- 
ings banks. They will'also furnish speakers 
for your local program.” 
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Total 
Enrollment 


Rank City and State in Schools 
erating 


Ridgewood, N. J. ........ 3,028 
*Port Huron, Mich. .... 4,282 
Granite City, Ill. ........ 2,957 
Middletown, Ohio 4,619 
Waukesha, Wis. 2111 
Morristown, N. J. 2,735 
Freeport, III. 3,454 
W. Charleston, W. Va... 3,411 
Pittston, Pa. ........... 3,752 
Escanaba, Mich. ......... 2,358 
Gneonta, N. Y. ........ 2,391 

FS. 

Manitowoc, Wis. 

W. Waterloo, Iowa 


Number of 
Pupils 
Partici- 
pating 


Per cent. 
Partici- 
pating 


Belle Vernon, Pa. ...... 
Concord, N. C. 

Washington, Pa. ........ 
Coatesville, Pa. ......... 
Cuyahoga Falls, Ohio .. 


Follansbee, W. Va. ...... 99 
Albemarle, N. C. ...... 99 
Jamaica Plain, Mass. ... 
Youngwood, Pa, ........ 
Flushing, Ohio 

Roanoke Rapids, N. C... 
Waverly, N. Y. ........ 
Warwood, W. Va. ...... 
Grand Haven, Mich. .... 
W. Hazleton, Pa. 
Patchogue, N. Y. 

Port Jervis, N. Y. ...... 
Munising, Mich. 

Elm Grove, W. Va. .... 
Menasha, Wis. ......... 
Pt. Pleasant, W. Va. .... 
Bessemer, Mich. ........ 
E. Alton, Ill. ............ 
Clearfield, Pa. 

Urbana, Ohio 

Norwich, N. Y. ........ 
Albion, Mich. 

St. Albans, W. Va. ...... 
Coraopolis, Pa. .......... 
Sterling, Ill. ............ 
Bridgeville, Pa 

Leetonia - Washington, O. 
Meadville, Pa. .......... 
Leechburg, Pa. ......... 
Wisconsin Rapids, Wis. 
Athens, Pa. ............. 
Stroudsburg, Pa. ........ 
Bennington, Vt. ......... 
Bucyrus, Ohio 
Canandaigua, N. Y. ..... 
Bainbridge, N. Y. ...... 
Shrewsbury, Mass. ...... 
Schuylkill Haven, Pa. .. 
Alma, Mich. 
Valparaiso, Ind. ........ 
Mt. Joy, Pa. 
Clinton, Mass, .......... 
St. Clairsville, Ohio .... 
Williamstown, W. Va. .. 
Hubbard, Ohio 

Tiffin, Ohio 

Manor, Pa. 
Bushnell, Ill. ............ 
Stambaugh-Caspian, Mich. 
McDonald, Pa. ......... 
Dover, Ohio 

Cambridge, N. Y. ...... 
Crystal Falls, Mich. ... 
W. Middlesex, Pa. 
Reynoldsville, Pa. ....... 
Sullivan, Ind. 


*This city has two school savings systems, operating in competition. 
in this table cover the pass book system only. 
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Average 


Total 
Amount 
Collected 


Gross 


10,215.08 


The statistics and ranking 


Individual 
Deposit 


= 
27 2,525 25,179.44 997 685 
28 3,500 13,209.76 3.60 1.66 
29 2,422 16,866.40 6.96 3.50 
30 3,767 35,687.75 9.48 5.06 
31 1,722 8,913.78 517 
ee 32 2,217 23,036.68 10.39 6.13 
33 2,817 16,744.15 5.74 2.76 
34 2,779 8,720.07 3.14 1.44 
35 3,021 32,154.07 10.64 5.35 
36 1,898 4,261.69 2.25 447 
; 37 1,910 14,184.79 743 3.63 
38 3,220 25,478.95 791 3.51 
39 3,278 19,036.68 5.80 3.30 
40 2,950 15,991.90 5.42 3.49 
41 2,760 11,748.64 4.25 291 
42 Owosso, Mich. ........... 78 2,912 2,254 6,296.51 2.79 237 
43 Pekin, Ill. .............. 77 2,586 2.010 10,870.62 5.44 3.62 
44 76 2.675 2,038 21,582.55 10.59 6.69 
45 76 2,372 1,825 4,680.11 2.56 1.50 
46 75 3,814 2,925 35,976.35 12.29 911 
47 75 2.849 2,137 18,891.83 884 5.33 
48 75 2,721 2,041 13,669.64 6.69 3.93 
CLass D—ENROLLMENT UNDER 2000 
1 1,079 1,065 $4,500.00 $4.22 $3.51 
2 870 869 5,550.61 6.38 
3 1,225 1,204 14,784.38 1227 9.56 
4 752 720 4,806.26 6.68 3.16 
5 665 633 2,073.99 3.27 292 
6 898 800 3,836.70 4.79 3.39 
7 1,090 1,018 8,209.53 8.06 5.63 
8 745 700 4,469.13 6.38 2.82 
9 1,565 1,450 8,873.24 6.11 4.00 
10 1,310 1,215 2,748.69 2.26 1.32 
11 1,671 1,604 14,282.14 890 7.12 
12 1,803 1,630 14,865.31 9.28 439 
13 662 600 300.00 50 33 
14 1,888 1,707 9,717.88 5.59 361 
15 1,570 1,375 6,434.78 4.67 3.53 
16 849 770 2,117.94 Zio 1.76 
17 1,411 1,273 6,842.08 5.37 3.95 
18 393 353 2,534.59 718 5.04 
19 1,598 1,427 11,444.81 801 5.12 
20 1,171 1,046 3,384.15 3.23 2.71 
21 1,487 1,317 5,087.78 3.86 2.16 
22 1,331 1.171 6,578.54 5.61 288 
23 926 816 2,787.77 3.41 1.70 
24 1,610 1,409 12,157.96 8.62 4.17 
~ 23 1,511 2,189 5,391.31 2.46 1.71 
26 836 735 5,383.00 732 4.60 
27 911 830 4,990.49 1202 6.69 
28 1,750 1,524 6,418.72 421 1.29 
29 1,413 1160 8,054.64 6.94 5.43 
30 1,641 1,410 4,999.50 3.52 2.30 
31 847 727 4001.67 5.50 3.13 
32 1,072 916 5,441.54 5.95 2.8% 
33 760 650 4,010.40 6.17 
34 1,927 1,619 7,649.00 472 3.45 
~ 35 924 778 3,927.42 5.04 
36 309 250 1,289.14 497 3.62 
37 646 544 1,074.21 1.97 
38 1,050 890 6,508.86 7.31 a 
39 1,151 1,006 2,718.49 2.60 
40 1,458 1,198 5,106.80 4 26 
41 477 305 1,818.33 4.57 
42 1,400 1,150 3,779.15 3.28 
43 649 526 5,137.36 9.77 
44 475 380 1,275.22 3.35 
45 945 756 3,584.22 5.01 
46 1,995 1,596 8,935.00 5.58 
5 47 743 593 7,137.84 10.01 
48 600 479 1,093.06 2.28 
49 1,713 1,321 8,342.01 6.31 
50 1,739 1,340 11,687.07 8.84 
51 1,749 1,338 7,248.14 5.42 
52 305 233 785.30 3.37 
53 1,325 1,006 5,858.35 5.82 
54 200 150 633.76 4.22 
55 700 530 2,495.88 4.70 
56 1,414 1,064 8,253.59 7.75 
: 57 1,688 1,266 | 8.06 
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TO BANK MEN AND WOMEN 
OF THE NATION 


DUCATION in _ bank- 
E- ing is of more im- 

portance today than it 
ever has been in the past. 
Banks are continually en- 
tering new avenues of serv- 
ice and specilization is reach- 
ing a higher point each year. 
The demand from financial 
institutions everywhere is 
for trained men. 


The Institute 
of Banking was never so 
well prepared to meet this 
need. At its recent conven- 
tion in Cleveland, Stephen I. Miller, Jr., Dean of 
the School of Business at the University of Wash- 
ington, was engaged to direct its educational ac- 
tivities. Dean Miller has won a place of promi- 
nence among American educators and through 
a contact of more than six years with the work 
of a local chapter, has gained an acquaintance 
with Institute affairs. When he takes up his 
duties on October first, he will bring to the or- 
ganization’s activities a rich educational experi- 
ence, coupled with an intense interest in people 
and a love of public service. Under the super- 
vision of its new educational director, the class 
work of the Institute, in which almost 30,000 
students are enrolled, should make marked 
progress within the space of a year. 


American 


But study classes provide only part of the 
training which the Institute affords. Its growth 
to a membership well in excess of fifty thousand 
has increased the responsibilities of those in 
charge of its many undertakings and is school- 
ing them in managerial matters. From the time 
of his first service on a local committee, the Insti- 
tute man has an opportunity to work with and 


CLARENCE R. CHANEY 


through others and to pre- 
pare himself for the day 
when he may be called to fill 


an executive place in his 
bank. An understanding of 
human nature is as important 
to the banker of today as a 
knowledge of laws and com- 
mercial customs. 


Because of the nature of 
his business, the banker occu- 
pies a prominent place in his 
community. It is his duty to 
do more than run a good 
bank. He must be a leader 
in right thinking. The Institute has always pro- 
moted, among its people, an intelligent interest 
and participation in public affairs. This year’s 
program along this line is more ambitious than 


has been undertaken heretofore. 


The benefits of these phases of Institute work 
and many others will be offered to every bank 


officer and clerk‘in the nation during the next 
Those in the cities will have 
the opportunity of affiliating themselves with 


twelve months. 


chapters now existing or of forming new ones. 
Those in the country districts will be invited to 
join the correspondence chapter, which as the re- 
sult of the efforts of a special committee will be 
more attractive than correspondence instruction 
as they have known it. 


Will you let the Institute help you to help your- 
self > 


CLARENCE R. CHANEY 
President of 
The American Institute of Banking 


Will You Let The Institute Help You To Help Yourself? 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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The Condition of Business 


Prices of Basic Commodities Have Been Moving Downward 
Since Spring. Recovery in Principal Farm Products Early in 
August. Comparison of Farm Earnings and City Wages Shows 


a Maladjustment. 


HE course of business in the past 

few months is indicated by the 

movement of commodity prices. 

The prices of the basic commodi- 
ties, and particularly those commodities most 
nearly related to industry, have been mov- 
ing downward since early in the spring. An 
index of basic commodities shows a decline 
of 12 per cent, and the Department of La- 
bor’s index number for wholesale prices, 
which includes more than 400 commodities, 
is 5 per cent below the high point of April. 
During July and August the prices of com- 
modities most directly affected by manufac- 
ture declined, but in the early weeks of 
August there was a considerable recovery 
in the prices of the principal farm products. 
Wheat at Chicago, after falling below the 
dollar figure a good many times in July, re- 
covered in August to $1.03, and there were 
also advances in copper, corn, hogs, and 
steers. 

These price changes may be taken as 
symptomatic of business sentiment. There 
has without doubt been a gradual decrease 
of production and business activity in the 
past few months, but there has also been 
a somewhat steadier tone in the situation 
during August. It is impossible at present 
to say how far this is merely a matter of 
sentiment and how far it relates to funda- 
mental conditions. 


Crops 


HE reductions in prices of farm prod- 

ucts during July reduced the Depart- 
ment of Agriculture’s computations of the 
farm value of the year’s crops by $500,- 
000,000. The figure computed for August 
1 was still $500,000,000 larger than the final 
value of last year’s crops. The Department 
of Agriculture’s estimates of yield as of 
August 1 placed the year’s wheat crop some- 
what smaller than the July 1 estimate, and 
the corn, oats, and cotton crops somewhat 
larger than the previous figures. The fol- 
lowing table compares the August estimates 
of yield with those of July and with those 
of last year. 


(In Millions) 


1922 1923 
December July August 
Estimate Forecast Forecast 


bushel 2,891 2,877 2,982 
bushel 1,201 1,284 1,316 
bushel 862 

bale 9.8 

short ton 113 

pound 1,325 

bushel 561 

bushel 201 189 188 


Unit 


Potatoes 
Apples 


Farm Earnings and City Wages 


purchasing power of produce raised 
by farmers is about 25 per cent less than 
in the year 1913, according to figures pub- 


lished by the Cleveland Trust Company, and 
the difficulty in which the farmer finds him- 
self is accentuated by the fact that the fac- 
tory worker, with his greatly increased 
wages, is enjoying a purchasing power about 
one-third greater than in 1913. The follow- 
ing diagram and explanation is quoted from 
the bulletin of the Cleveland Trust Company : 


Purchasing power of produce 
raised by farmers 


1920 1921 1922 1923 


“The dotted line in the diagram illustrates 
the course of the purchasing power of the fac- 
tory workers’ wages since the beginning of 
1920. The figures on which it is based are 
the result of finding the relationship between 
the wages paid the average factory worker in 
New York State and the cost of living. The 
a indicates that the average factory 
employee there is able to purchase from his 
present wages about one-third more of the 
necessities of life than he could in 1913, and dis- 
tinctly more than he could at the peak of the 
boom of 1920. 

“The solid black line represents the purchas- 
ing power of the produce raised by farmers over 
the same period. It is based on figures com- 
puted by comparing the average farm prices 
of crops and live stock with the prevailing 
retail prices of goods purchased by families. 
These retail prices have been computed from the 
data for the cost of living after deducting the 
cost of rent. The line shows a most severe 
4 jin 1920,.and only moderate recovery sincé 
then, 


The bulletin goes on to say that the in- 
creased actual money return that the farmer 
will receive from his crops this year is one 
factor which makes the farmer’s plight 
somewhat less hard than the diagram indi- 
cates, and another factor is the further use 
of farm machinery, which has tended to 
increase the per capita output on the farm. 
Even with these qualifications, however, it 
is clear that there remains a maladjustment 
between the rewards of the farmer and the 
factory worker for his labor. The Cleve- 
land Trust Company states its belief that 
this situation will be adjusted through re- 
ductions in the cost of manufactured arti- 
cles. 
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More Production Per Capita Necessary. 


Wages Here and Abroad 


OT only is the American factory 

worker receiving real wages far in 
excess of the wage of the farmer, but he is 
also receiving a wage the purchasing power 
of which is above the wages paid in any 
other country of the world. The British 
Ministry of Labor has made a computation 
of the amount of food which the wages of 
workers in different cities of the world will 
purchase. In the following table the purchas- 
ing power of wages in London is taken as 
100, and the purchasing power of wages in 
other cities is shown as percentages of this 
figure. The table indicates that the worker 
in New York can buy more than twice as 
much food with his wages than can the 
worker in London, while the worker in Ber- 
lin or Vienna can buy only a little more 
than half as much with his daily wage as the 
worker in London, or only one-fourth as 
much as the worker in New York. The table 
shows average figures for 17 trades in the 
different cities. It does not take account of 
advances in living costs aside from food, 
but since food is the major item in the cost 
of living, it shows with reasonable accuracy 
the purchasing power of wages in the dif- 
ferent centers. 


City 17 Trades 


Amsterdam 
London 
Christiania 
Stockholm 
Warsaw 
Brussels 
Paris 
Prague 
Madrid 
Berlin 
Vienna 

An explanation of the differences between 
the rewards of workers in the different 
centers would require a treatise in econom- 
ics. One important factor is that the produc- 
tivity of the American worker has been 
greatly increased through the use of large 
investments of capital for machinery. An- 
other factor is the condition of prices and 
the currency in different countries. It is 
true in general of the table that the coun- 
tries where the currency is much depreciated 
show a low purchasing power for wage 
earners’ wages. 

A part of the very large difference be- 
tween the purchasing power of ‘wages in this 
country and in other countries existed be- 
fore the war. A part of it has resulted from 
changes due to the war, and it is the in- 
crease in real wages in this country since 
the war which is one of the most important 
factors in determining the course of indus- 
trial activity in this country in the next few 
years. Larger real wages in any country 


Per cent 
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are eminently desirable. They raise the whole 
standard of living, but to maintain them it 
is necessary for a country to increase its 
per capita production. American industry 
must, by one device or another, produce 
more per worker employed if present wage 
rates are to be maintained. 


Production 


RODUCTION in the basic industries 

for which figures are regularly pub- 
lished was distinctly lower in July than in 
June, following a decrease from May to 
June. The most marked declines were in 
the output of steel, cotton goods, bituminous 
coal, and sugar. Automobile production 
showed a decline, which is entirely usual 
for this season of the year. In spite of these 
decreases, production in most lines is still 
running unusually heavy and in most cases 
the output for the first seven months of 1923 
compares favorably with exceptional out- 
put in the past. For example, the aggregate 
production of anthracite coal for the first 
seven months of the calendar year to July 
31 was 59,000,000 tons, a new record and 10 
per cent over the average for recent years. 
Production of bituminous coal for the same 
period was 318,000,000 tons against an aver- 
age of 265,000,000 tons for the five years, 
1919-1923. 

Stocks in storage of both anthracite and 
bituminous coal are reported to be large in 
the face of a possible strike of the anthra- 
cite miners. 


Iron and Steel 


HE number of blast furnaces in opera- 

tion was reduced from 323 on July 1 to 
298 on August 1, but the output of pig iron 
for July was reduced only moderately be- 
cause of the fact that a number of furnaces 
were blown out late in the month. Steel in- 
got production was more largely affected, 
the output being reduced from 3,750,000 
tons to 2,950,000. 

Unfilled orders of the United States Steel 
Corporation were 475,000 tons smaller on 
July 31 than on June 30, and nearly 1,500,000 
tons less than on March 31, when they were 
largest. These and other figures showing 
the decline in industrial output make it clear 
that the influences at work are more than 
the usual seasonal decline which takes place 
in midsummer. They fit much more nearly 
the description of the decline in business 
activity which usually follows the period of 
prosperity in the business cycle. 


Building Construction 


HERE were decreases in July both in 

the value of permits granted for build- 
ing construction in principal cities, and in 
the value of contracts awarded, as reported 
by the F. W. Dodge company. The current 
volume of building, however, was. still 
heavily maintained. The reduction in pres- 
sure of orders for the future was accom- 
panied by a further decline in building ma- 
terials, which are now 90 per cent above the 
1913 level and about 7 per cent below the 
level of April this year. There has been no 
evidence of a reduction in building wages, 
and total cost of building construction is 
still close to twice the pre-war figure. It is 
generally reported that the amount of build- 
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The Young Depositor 
and George Williams 


From a letter in the archives of the 
Chemical National Bank 


**When I started in business I sought 
the strongest bank in New York, but I 
had grave doubts whether such a big 
institution would consider a budding 
business man a desirable depositor. 


**To my surprise the president, Mr. 
Williams, received me with genuine 
interest and cordiality. .. .. He took 
my hand and remarked in his quiet, 
kindly way: ‘This bank has been built 
up by such men as you who have come 
to us when their beginnings were small 
and remained with us when their affairs 
grew large.’” 


Close relationship between the Bank and 
its depositors has always been a prime 


consideration. 


Seeking New Business On Our Record 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


Founded 1824 


ing construction which is awaiting the re- 
turn of a somewhat lower price level is so 
large that a heavy volume of building may 
be expected for many months to come. As 
fast as prices decline there seem likely to 
be more purchasers in the market. 


Railway Traffic 


ROBABLY as a reflection of the high 

rate of business .activity of recent 
months, the number of freight cars loaded 
with revenue freight each week continues 
to make new high records. For the first 
half of 1923 the ton miles of traffic were 
7 per cent greater than in the first half of 
any previous year, and this movement has 
been greatly aided by the absence of freight 
car shortage, due to rapid progress in re- 
pair work and economical operation. 


BROADWAY AND CHAMBERS, FACING CITY HALL | 


In spite of this exceptionally large traffic 
the railroads of the country did not quite 
earn the 5.75 per cent estimated fair return 
on their tentative valuation, fixed by the 
Inter-State Commerce Commission. The 
earnings amounted to 5.64 per cent. Heavy 
maintenance expenses for the repair of 
equipment have been partly responsible for 
holding down net income. 


Employment Slightly Lower 


HE United States Department of Labor 

reported a decrease of 2 per cent in July 
in the number of workers employed in rep- 
resentative factories. The largest decrease 
was in the automobile tire industry, where 
the stocks of goods are reported to be un- 
usually large. Employment agencies general- 
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The backbone 
of an appraisal 


The important task of establishing, analyzing, counting and 
recording the money represented by property demands the 
same scrupulous honesty as is required of bankers, account- 
ants and others who deal with money in any form. 


The very backbone of an appraisal organization must be 
a keen sense of the moral responsibility which rests upon 
it. No appraisal deserves your confidence unless it is backed 
by an organization of unflinching integrity. 


Every American Appraisal is made with the recognition 
of the fact that we are counting someone’s money. Amer- 
ican Appraisals come to you endorsed by the owners of 
over 20,000 properties which we have appraised in the past 
28 years. It is our steadfast purpose to continue to merit 


this confidence. 
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ly report a somewhat reduced pressure for 
workers, and a somewhat larger number of 
applicants for jobs. Average weekly earn- 
ings of factory workers were 3 per cent 
less in July than in June, due mostly to part 
time work. A number of wage increases 
continued to be reported in factories, but the 
number is smaller than for some months 
past. 


The Shorter Steel Day 


MAY of the steel companies have set 
about in earnest the task of rearrang- 
ing their work to give their workers an 8- 
hour instead of a 12-hour day, and this 
process is reported to have brought appli- 
cations for jobs from many who have never 


before worked in the steel industry, It is an 
exceptionally fortunate time for the industry 
to undertake this reform. The absorption of 
some additional workers will be an advan- 
tage rather than a detriment to the employ- 
ment situation, as industrial activity is some- 
what smaller, and the rearranging of the 
work of the steel plants can be done much 
more easily under declining rather than in- 
creasing production. It is still problematical 
what the effect on costs of steel production 
and on steel prices is likely to be. 


Gasoline Price War 


N°? matter what may be true as to over- 
production in other fields of industry, it 
is certain that in petroleum there has been 
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a considerable overproduction. Two years 
ago experts were predicting a gradual short- 
age in the supply of petroleum, as fields then 
in operation were nearing the exhaustion 
point. Since that time, however, California 
oil fields have developed yields of unexpect- 
ed size, and competition of oil companies in 
pumping the oil has led to the overproduc- 
tion which lies behind reductions in prices 
of gasoline in certain of the western states, 

The price war began when Governor Mc- 
Master of South Dakota ordered the State 
Highway Supply Depot to sell gasoline at 
16 cents. This move was followed by a 
similar reduction on the part of the Stand- 
ard Oil Company of Indiana, and there fol- 
lowed successively price cuts, protests by 
independents, and threats of investigation by 
state authorities throughout the west. The 
latest report is that the price situation is 
gradually returning to a more normal con- 
dition. 

An explanation of the whole incident is 
given by Walter C. Teagle, president of the 
Standard Oil Company of New Jersey: 


“The present disrupted market results from 
the pressing for sale of a relatively small 
amount of ‘distress’ gasoline. The large over- 
production of crude oil in recent months, to- 
gether with the factor of a higher naptha con- 
tent and increased refinery efficiency, has re- 
sulted in piling up abnormally heavy stocks of 
gasoline for this season of the year, and forced 
liquidation by some holders regardless of cost. 
In the first six months of this year there was 
run into storage in the United States in excess 
of 380,000,000 gallons of gasoline over and above 
the current consumption for that period. Some 
inroads have been made into this total in the 
past two months, but the surplus is still far 
above the usual amount on hand. 

“In the face of such conditions it was inevit- 
able that some producers would seek to move 
their gasoline into consumption at the expense 
of a part of their invested capital. At several 
refinery points gasoline has been offered in re- 
cent weeks materially under the cost to the 
seller. Such a situation can prove only tem 
porary, for those compelled to liquidate their 
stocks of finished products at sacrifice prices 
are more likely to take up bank loans than to 
reinvest the proceeds in crude oil.’ 


Banking Conditions 


HE financial situation has reflected the 

decline in production and caution in for- 
ward buying. This has been most strikingly 
in evidence in the decline in stock prices 
since the end of March. A reflection of bet- 
ter sentiment in August is perhaps contained 
in the upturn in stock prices amounting to 
a gain of about 5 points from the summer’s 
low in the average prices of industrials. 

Largely because of the liquidation of loans 
on stocks and bonds, the total loans and in- 
vestments of member banks reporting to the 
Federal Reserve System declined $350,000,- 
000 between July 3 and August 15. In spite 
of the beginning of the usual seasonal de- 
mand which occurred in the fall, accom- 
panying crop movement and wholesale buy- 
ing for winter trade, money rates have re- 
mained easy. The prevailing rate for com- 
mercial paper in the open market is 514 
per cent, which is about % of 1 per cent 
higher than two months ago. The rate for 
bankers’ bills remains the same as it has 
been for some months, at 4%. 

With the continued receipt of gold from 
abroad, amounting during the month of July 
to $27,000,000, the credit resources of the 
country are in excellent condition to meet 
the demands of fall trade. 
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Charting Business 
(Continued from page 150) 
Most Practicable Way 


HE most practicable way of gathering 

the data regarding each subject is to 
tabulate them on a single sheet of paper, 
which is fastened under the chart with a slip 
of paper at hand to refer to, when the 
exact figures are desired. This paper can 
be ruled with thirteen spaces along the 
top, covering the twelve months and the 
year’s total, and ruled with ordinary spaces 
(or ready-ruled) down the paper, one space 
for each year. In case the record is for 
other than a monthly period, or that spe- 
cial facts are wanted, the arrangement may 
be varied accordingly. 

While it may seem like a great deal of 
trouble to start the chart, this is made up 
later by the simplicity of keeping it up- 
to-date. It is really surprising how easy it 
is to add the current figures, or even several 
figures, in case it has been allowed to get 
behind. 

It is then that one appreciates the beauty 
of the system, where, by adding the latest 
figures, the chart gives the complete picture, 
the background of several years. It shows 
the exact relationship of the latest changes 
with the general trend, the true significance 
of what is happening today, while other- 
wise one would be required to study and 
review the whole subject. It means past 
history, plus current changes—at a glance. 

The sources of these data are quite easily 
available nowadays. The general figures 
are published in trade magazines and news- 
papers, although naturally, if one desires 
statistics it may require some research to 
discover where they can best be obtained. 
The Federal Reserve Bulletin, published 
monthly, contains the material for a large 
part of the charts suggested above. 

In the case of a bank’s keeping a series 
of these charts, it is not expected that an 
executive officer can take time to prepare 
them and keep them posted up-to-date. He 
can, however, select some younger man to 
handle the work under his direction, which, 
after it is once started, will not require 
much time. Neither does it accumulate 
bulky records, for when the data have been 
transferred to the single record sheet and 
noted on the chart, the original source of 
the information may be discarded. The busi- 
est of executives, however, will find the 
opportunity to glance through the series of 
charts from time to time when he wants 
information as to the trend of business as 
shown by the basic industries. 


Simplicity Essential ' 

i is often puzzling when starting a chart 

as to what size paper to use, the type 
of cross-ruling, the scale, etc. There are 
charts and charts, all kinds, types, sizes 
and colors. Experience has shown that 
for the purpose intended herein, that is, 
for the business executive keeping track 
of general conditions, and not the tech- 
nical engineer or statistician, the keynote 
should be simplicity. 

The conclusion is confirmed time and 
again by the mistakes where an elaborate 
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6,461,887.09 
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41,761,716.05 
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Reserved for Interest, 

Taxes and other 
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system of charts was started, only to even- 
tually fail because it was too complicated 
and confusing to be easily understood, or 
it broke down of its own weight on account 
of the enormous amount of work required 
to keep it up-to-date. On the basis of 
simplicity, therefore, the best paper to use 
is engineer’s standard cross-section paper, 
size 8% in. x 11 in. and ruled both ways 
ten squares to the inch. This spacing is 
convenient for practically any type chart, 
and makes a convenient size sheet, single 
or folded, and a neat appearance. 

It may then be ruled by years, using 
one space for each month. The base line 
should be distinguished by heavier ruling. 
All lettering should be so made that it will 
read horizontally or from the right-hand 
edge of the sheet. Make the title of the 
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chart so complete and so clear that misin- 
terpretation will be impossible. 

In determining the vertical scale to use, 
one should ascertain the maximum figure 
to be plotted, which in most cases occurred 
during the war years, then select a con- 
venient scale which will include this maxi- 
mum. 

A chart should go back a period of 
years, if it is to be of the greatest use- 
fulness, so as to give a foundation or 
background for the figures that are to come. 
This period will depend on the information 
available and other considerations. 1913 
is often taken as a normal year; 1911 is 
still better as it gives a longer base of 
normal years, as well as starting with a 
new decade. Any of the war years are 
decidedly abnormal and misleading. 
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This 
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Bank Advertising 


‘National Ban 


CORDIALLY 


North Park Place 


This BANK is one of our many customers 
which has re-ordered and increased its 
order. 


A very serviceable and attractive GOOD 
WILL and PUBLICITY medium. 


3 MONTHS ALWAYS IN SIGHT 
Last Month—This Month—Next Month. 
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CORPORATION 
DIRECT ADVERTISING THAT’S DIFFERENT 
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Gentlemen: 

Kindly show me why we can’t 
afford to be without your 3 in 1 
calendar as a Good Will and Pub- 
licity medium. Also send samples 
and prices. 


Bank 


Standardizing Valuable 


Y standardizing the series of charts, it 

is possible to glance through them 
quicker and without paying particular at- 
tention to the scale, as would be the case 
if they were each on a different plan. More- 
over, it enables one to place different charts 
side by side for the purpose of comparison 
and study. For instance, one may observe 
the relation, if any, of the fluctuation of 
commodity prices over a period of years 
with the number of commercial failures, 


Conmencim Fauures in rut UmTED STATES 
As Br FG. Dun & Co. 


R_ 
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or with the volume of bank clearings, or 
with prices of investment securities. 
Rudyard Kipling wrote: 
There are nine and sixty ways 
Of constructing tribal Iays, 
And every single one of them is right. 
There may be just as many ways of mak- 
ing charts correctly, but there is at least 
an equal number that are unquestionably 
wrong. 
The old-time charts were often amusing, 
sometimes useless, and occasionally sicken- 
ing. Classic examples appeared in school 


Boe 
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geographies and Government statistical man- 
uals, and in business books as well. The 
worst cases are probably the “picture charts” 
—which attempt, for example, to show the 
relative population by means of pictures 
of men of different heights. They give no 
definite basis of comparison, since one does 
not know whether to judge the relative 
height, area or volume. Others of similar 


nature are those showing corn production 
by picturing bushel baskets heaped with 
ears; national wealth by bags of gold; or 
railroad freight transportation by model 
trains. These cartoon types of drawings 
may be used to reach a popular audience, 
but accuracy of statement is sacrificed. In 


‘this article when we speak of charts we 


do not mean any of these things. 

Another form popular at one time is the 
“bar chart,” but this, likewise, is hard to 
read accurately and difficult to prepare. The 
“circle chart” is another type, showing, for 


example, the distribution of foreign trade 
with different countries by means of sec- 
tors. It is difficult for the eye and mind 
to estimate accurately the percentage rep- 
resented by the different sectors of these 
“pie-diagrams” and to estimate the relative 
actual values is positively impossible. 


Bottom Line Important 


O not place the scale so that anything 
but the zero mark is at the bottom 
of the page. Otherwise the reader may 
assume the bottom line to be the zero, and so 


be grossly misled. For example, in plotting 
the price of wheat, the record back to 1914 
might show a minimum of $1 a bushel, 
and one might, therefore, be inclined to 
have the bottom of the chart start at $1. 
This is wrong; the bottom line should be 
zero. If done the other way, a decline 
from $1.50 to $1.25 would at first sight 
appear to indicate a drop of 50 per cent, 
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a severe decline, although not as bad as 
that of cocoa, which, according to a speech 
made by a prominent banker, had dropped 
in price after the war over 100 per cent. 

Regarding colors: Some people like to 
use various colored inks on charts to show 
different facts. It is true that this method 
makes it easier to handle several lines with- 
out confusion, but the better remedy is not 
to attempt to plot so many lines. One line 
in black ink is best; a second in red is 
satisfactory, but more than this number is 
undesirable except in very special circum- 
stances. Also, if several lines are charted, 
it is usually necessary to have two or more 
scales, which causes confusion. A _ chart 
in colors makes a pretty picture but does 
not mean much, and if anyone has talents 
and ambitions along these lines they might 
be better exercised in an art institute than 
in a bank, 


Some Technical Methods 


ENTION might be made of some of 

the more refined and technical meth- 
ods of charting, if for no other reason than 
to prove that the writer has heard of such 
things, even though he does not advocate 
them in the present plan. 

One of these refinements is to deter- 
mine from the figures of several years a 
“normal” curve, and then show on the chart, 
not the actual figures, but the theoretical 
figure, either above or below the “normal.” 
This aims to correct and iron out the fluc- 
tuations due to price changes, seasonal va- 
riation, natural growth and any other ex- 
ternal factors that can be ascertained. A 
somewhat similar effect is secured by tak- 
ing a “moving average.” 

Another refinement is to adopt a certain 
date as a standard and convert all other 
figures to percentages of this one, for 
example, a chart of commodity prices might 
take Jan. 1, 1914, as a base, calling it 100 
per cent, and convert all other figures to 
percentages. It is the same principle as is 
used in constructing index numbers. How- 
ever, the extra trouble caused thereby is 
considerable, and in the long run it is 
probably more logical, accurate and satis- 
factory to use the original figure. 

Still another device used occasionally is 
the logarithmic chart. In this case, the 
actual figures are used, but the chart is 
ruled horizontally on a logarithmic instead 
of a linear scale. The effect is to show 
the correct proportion of change, regardless 
of the quantity involved. For example, a 
chart of copper production might show, 
back in 1911, a production of 20,000,000 
pounds in January and 30,000,000 in Feb- 
ruary, an increase of 50 per cent, which 
would cause a sharp upturn in the curve. 
In 1923 January may show a production 
of 100,000,000 pounds, February 110,000,000, 
an increase of but 10 per cent, yet the same 
angle upturn on the ordinary chart. On 
the logarithmic chart this angle would al- 
ways remain proportional to the percentage 
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Automatic Cashiers. The illustration 
shows the air of prosperity that sur- 
rounds this _ institution. Prosperous 
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a time saving service help in the Brandt 
Automatic Cashier. 
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The dollar earned is the dollar saved 


ANKERS everywhere are agreed on the vital importance of indus- 
B trial savings. Yet the mortality of wage-earner accounts is so 
high, few institutions are able to show a respectable profit on this 
business. The fault often lies in failure to apprehend the funda- 
mentals of saving. 

Thrift cannot be imposed. Neither can the worker be cajoled 
into systematic saving. Thrift depends on mental attitude and on 
motive. The dollars saved regularly are those accumulated through 
rigid economy and habitual self-denial. 

Employees who regard work with a neutral or antagonistic attitude 
have no desire or sympathy for thrift. They actually decrease the 
credit available for all business, while imposing heavy losses on the 
payroll investment in their own industry. 

Only when employees have the correct understanding of their 
responsibilities, advantages and opportunities will they contribute 
their share to the community’s wealth. And only when their dollars 
are earned by productive co-operation can the employer add his 
share to your supply of credit. 

You will be interested in a booklet, “Stopping Payroll Losses,” 
which is sent bank officials gratis, on request. Please address Dept. G-4, 
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Charting Business 
(Continued from page 175) 


radiating from one point, These are called 
polar co-ordinates, but their use is prac- 
tically limited to engineers and mathemati- 
cians. 


May Give Wrong Impression 


OME of these attempts at refinement and 

securing absolute accuracy in charts are 
carried to an absurd length. Often when 
one “corrects” a set of figures for cer- 
tain factors, he introduces or exaggerates 
other inaccuracies. It gives an impression 
of greater accuracy than is actually true. 
When one considers that the original fig- 
ures themselves are only approximately cor- 
rect, it is apparent that to “doctor them up” 
to secure a theoretical figure that is more 
accurate is delicate business that should be 
attempted only by an expert and must al- 
ways be used with a degree of caution. 

In this connection it is interesting to see 
the effect of taking estimated figures and 
expressing them or converting them down 
to the last dollar. An example of this habit 
is found in a booklet issued by one of the 
large New York trust companies during 
the war, on the subject of America’s op- 
portunity in foreign investments. The book- 
let states that “the total foreign investments 
of Great Britain were estimated in 1913 at 
$18,075,441,423.50.” What did the extra 
fifty cents represent? 

The chart of commercial failures in the 
United States reproduced herewith illustrates 
in striking form the cyclical character of 
certain movements. The high point each Jan- 
uary is accounted for by the necessity of 
merchants settling up their accounts at the 
year-end. In speaking of figures for any 
particular month, one should, of course, 
consider them in the light of this seasonal 
trend. 

The chart of imports and exports of mer- 
chandise in the United States shows the 
unusual effect of the war years upon the 
international commerce. It also shows how, 
after several years of an export or favor- 
able balance of trade, we have just swung 
to an import or “unfavorable” balance. Col- 
umns of printed figures could not begin 
to portray this information as vividly as is 
brought out by the curves here reproduced. 
We now realize that this change was in- 
evitabie because of our buying back a large 
part of our securities formerly held abroad, 
making enormous loans to foreign countries, 
and thereby becoming a creditor nation, as 
well as developing our own shipping and 
foreign banking facilities. 


Prosperity the Aim 
THE real purpose of a study of business 


conditions is to maintain the prosperity of 
individual concerns, and thereby the pros- 
perity of the country as a whole. The con- 
ditions necessary for this are a satisfactory 
volume of trade, at a satisfactory profit. 
This will be possible only when the various 
parts making up the economjc machine are 
in their proper relationship to each other 
and functioning properly. When from some 
cause, one or more of the parts is thrown 
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HE “FOURTH CITY” is continuing its remarkable record 
of growth. For twenty years this city has forged steadily 


forward. 


The Michigan State Telephone Company is carrying on a 


building program providing for a community of two million 


by 1930. 


Your bank should have the best connection obtainable in 
order to serve your customers in this rapidly growing territory. 


FIRST NATIONAL BANK 


MICHIGAN 


The First Nationa! Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


Corporate 
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Wm. A. White & Sons 


Established 1868 
46 Cedar Street 


New York City 


WE will be pleased to discuss with estab- 


lished enterprises our facilities for nego- 
tiating immediate or future long term or 
permanent financing for expansion, refund- 
ing high-interest rate issues, refunding ma- 
turing issues, funding floating debt, or addi- 


tional working capital. 


Within the scope of our Corporate Financing 
Service are included analyses of the financial po- 
sition and corporate requirements of each client; 
the preparation of plans for financing, and the 
negotiating with the banking sources best equipped 
to accomplish the underwriting required. 

Our Corporate Financing Service is rendered for a 
reasonable charge, previously agreed upon, and to 
ps on only in the event of the consummation of 
the sale. 


Proper presentation to the appropriate Underwrit- 
ing Institution is of paramount importance. 
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out of balance, it causes trouble for certain 
parts in particular and for the whole ma- 
chine in general. 

These maladjustments are the so-called 
“extremes” of business, the peaks and low 
points of the “economic cycles.” They are 
crises of over-production, over-consumption, 
radical price changes and the like. When 
this normal balance between the various 
groups of industries is restored, the machine 
can again run smoothly and effectively. 

This aim is well stated in a recent address 
by Mr. J. T. Holdsworth, newly-elected 
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Winters National Bank, Dayton, Ohio 


The Noblest of Building Stone 
And Your Bank 


After all, though you deal in money, when you sell 
your bank’s service, it is character and strength that 


Is there character in your building as it is in you? 
You are the bank. Make your building you. Let it 
talk to the casual passer as you talk to a man in 
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noblest of 
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A copy of our booklet Architectural Granite may 
suggest to you how. Write for a copy now. 


National Building Granite Quarries Association. Inc. 


31 State Street. Boston, Mass. 


president of the Pennsylvania Joint Stock 
Land Bank, before the New York State 
Bankers Association. Dr. Holdsworth is 
quoted as saying: 

“American business men have become 
used, though surely never reconciled, to the 
recurring ups and downs, periods of pros- 
perity followed by deflation and depression 
of the so-called “business cycle,” and many 
regard these cyclical movements as an un- 
avoidable element in our economic life. It 
is high time that we disabuse our minds of 
this economic fatalism.  Over-production, 


so called, accompanied by rapid expansion, 
rising prices, over-extended credits and bank 
loans, and followed by contraction, defla- 
tion, depression and hard times—these {a- 
miliar phenomena of the business cycle are 
no more fixed and inevitable than are the 
illnesses that inflict the human system. Just 
as disease results from violation of the 
laws of health and hygiene, so these business 
ailments are traceable to neglect or viola- 
tion of fundamental economic law. And 
in large part this neglect or violation is due 
to economic ignorance. Given a _ sound 
working knowledge of economic fundamen- 
tals and a broadly-based up-to-date summary 
of economic conditions of the governing 
factors in production, distribution and con- 
sumption, prevailing throughout the coun- 
try and the world, the business of the fu- 
ture can be balanced with a much finer re- 
lation to supply and demand, the peaks 
and valleys of the business cycle can be 
smoothed out considerably, and a much larger 
measure of business stability be attained. 
This is not an attempt to rescind the im- 
mutable law of supply and demand; it is 
rather a foreshadowing of a more intelli- 
gent application of that law.” 

The aim of the more scientific manage- 
ment of business is to avoid these extremes 
of prosperity and depression, to “iron out” 
the curves and flatten down sharp edges. 
A concrete example of what has already 
been done in this direction is the case of 
foreign exchange, most noticeably the Eng- 
lish pound sterling, prior to the outbreak 
of the war. 


Foreign Exchange Cycles 


"= years ago the foreign ex- 
change rate on sterling had a regular 
annual cycle, as well as irregular fluctua- 
tions. Each year during the late summer 
it slumped down a number of points be- 
cause of the heavy offering for sale in this 
country of documentary drafts drawn in 
sterling and covering the exportation of cot- 
ton and grain. Yet the following spring 
the market always reacted upward as a 
result of our purchases of foreign exchange 
to pay for the merchandise imports. 

The individual cotton merchant began to 
realize that he was selling his drafts at 
the time exchange was at the lowest point, 
and decided to “beat the game” by arrang- 
ing for the sale of these bills in the spring, 
when the rates were higher; in other words, 
he made a contract in futures. It benefited 
him, and in time other merchants adopted 
the same practice, with the result that the 
price no longer slumped appreciably in the 
fall. This took away any slight profit 
on the purchase of futures, but in the long 
run was more satisfactory to the merchant 
and to the business world generally, because 
it eliminated the wide fluctuations in ex- 
change and one of the risks to which he 
had been exposed heretofore. In this way 
the foreign exchanges, until they were 
thrown into chaos by the outbreak of the 
war in 1914, were steadily working toward 
the decreasing of fluctuations. 

At the present time a number of indus- 
tries are making a scientific study of their 
production, consumption, stocks on hand, 
wages, prices, profits, etc., with a view to 
avoiding maladjustments. 
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Departments: Banking Corporation Real Estate Loan RealEstate Public Relations Safe Deposit Savings Trust 


Our thorough knowledge of St. Louis conditions and surroundings, gained 
during twenty-four years of service, enables us to handle business of banks, 
trust companies and individuals in a most efficient and dependable manner. 


Capital Surplus 
Ten Million Dollaur 
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You “CONQUERORS” 


who haven’t taken a vacation in years 
RE you one of the “CONQUERORS” of Business and Finance who 


haven’t had a vacation in years? 


If so, this is your opportunity—the opportunity to recover all those 
lost vacations in one—in one glorious holiday. 


Go ’Round the World 


Make your Dreams — visions of vacations — come true. } 


The new Cunarder FRANCONIA, management of the 
American Express Travel Department, sails from New York 
November 15, or from San Francisco December 4, 1923. Return 
to New York March 27th. 30,000 Wonder Miles — 133 
Wonderful Days. 


This American Express Cruise of the FRAN- \ de 
CONIA offers the best in travel in every way on aN Poo lia 
land and sea—the most interesting and varied la 
itinerary—leisurely covered; the newest and most 
perfect Cruising Ship ever built; Cunard sea- PAN 
management and cuisine; all the luxuries and J 
appointments of the modern club, with its living Ke 
comforts—recreation and sports. \ 


Under the experienced management of the i 
American Express Travel Department, with its «\ , 
branch offices around the world, this Cruise Yow 
assures its party rare facilities for visiting the most y SS 
desirable places. More than 25 ports of call. y 


Havana, Panama Canal, San Francisco, Hilo, Honolulu, Japan 
(13 days—Yokohama, Kamakura, Tokyo, Kobe, Kyoto, Nikko, 
Inland Sea, Miyajima), Shanghai, Hongkong, Manila, Batavia, 
Singapore, Rangoon, Calcutta, Colombo, Bombay, Port Tewfik, 
Cairo, Naples, Monaco, Gibraltar —and home. 


Reservations should be made now. Party will belimited toa 
number far below the FRANCONIA’S comfortable capacity. 


For full information, booklet of the cruise, 
deck plans and prices—call or phone any 
office of the American Express, or mail 
attached coupon to 


AMERICAN EXPRESS 


Travel Department 


® 
Please *, 65 Broadway, New York 
send me % 


full details ® 
of the 
FRANCONIA 
World Cruise 


J. A. B.A. 
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South Benefits From Migration 


HE emigration of negroes from 

southern farms in large numbers 

has caused much concern among 

our employers of labor, and con- 
siderable interest has been shown in devis- 
ing means to restrain their exodus from 
the South. One would judge from the 
many expressions to be read on the subject 
in our newspapers that this northward 
movement of colored people is approaching 
the size of a sectional catastrophe. 

Yet, in the opinion of the writer, quite 
the opposite is the case. The more one 
considers the matter from all points of view, 
the more are we led to believe that it is 
one of the most hopeful and promising 
movements and, in general, one of the best 
things that has ever happened to the South, 
the negro and the nation. 


Starting Point 


ge begin with, we all recognize the fact 
that the determination on the part of 
northern labor and the northern people in 
general to relieve our American Nordic civ- 
ilization from competition with the lower 
elements of southern Europe by passing a 
stringent immigration law is at the bottom 
of the whole matter. Instead of employ- 
ing South-European labor, the northern 
manufacturing concern is employing the 
southern darky. The results are perfectly 
plain, and the advantages to all are apparent. 

It is certainly a fine thing for the negro 
laborers. Anyone who reads the letters 
that they write home from the North, or 
who talks with them as they leave in 
multitudes from any of our southern rail- 
way stations will learn very quickly just 
why they are deserting the farms, the vil- 
lages and the cities for the Middle West 
and the East. In many cases they are paid 
from two to four times as much for their 
labor, and the housing conditions in which 
they find themselves are far superior to 
those which they left. So are their school 
facilities and, in general, everything else 
that makes for their happiness. So far as 
the negro emigrant is concerned, the mat- 
ter would seem hardly open to debate. In- 
deed, it is neither right nor just to attempt 
to prevent his going. 

And the negro laborer left behind is also 
immensely advantaged. He finds that in 
proportion as the colored labor leaves his 
community his own wages rise. He finds 
also that the white employer and the white 
property owner have something to say to 
him about his rents and his tumbledown 
shanty and his living conditions that he 
has wanted to hear for a good many years. 


White Labor Advances 


A in consequence, it follows logically 
that the white laborer of the South 
is also benefited by this exodus. He, 
likewise, finds his wages rising and the dilap- 
idated house that he has been renting begins 


By DR. THORNWELL JACOBS 


President, Oglethorpe University, Atlanta, Ga. 


to be repaired. Whether he lives on a farm 
or in a more thickly settled community, 
he becomes a far more valued personage 
with a larger income and is being rapidly 
placed in a position to help himself more 
effectively. Especially is this the case with 
the white farm laborer. If he is bitter in 


his heart, he does not deplore the sinking 
in value of the farm lands, but recognizes 


color for bank use. 


Envelopes are made. 


be plainly seen. 


929 


Pa. 


Bankers have been waiting for this 
Bushnell’s Mailgray SafeTseal Envelope, for mailing valu- 


able papers, bonds, etc., fills a very well-defined need for an 
envelope that combines absolute safety and an appropriate 


SafeTseal is our name for this specially-designed envelope. 
The safety features are: first, angular overlaid side wings to 
prevent steaming and fishing for contents; second, turn-over 
lip at mouth which prevents tearing of contents when opening 
envelope; third, a heavily-gummed flap that will stay stuck. 


Mailgray is a specially-made stock from which SafeTseal 
It combines toughness and durability 
with light weight, and is comparable to no other stock be- 
cause it is a specially-made paper for bank use. 
shade of light gray in color so that printing and addresses may 


Sample Envelopes will gladly be sent FREE 
upon receipt of the attached coupon. 


ALVAH BUSHNELL CO. 


Filbert St. 
Philadelphia 


in that fact the possibility that the “poor 
white trash” of the South may, after a 
while, be able to own their own homes. He 
finds himself relieved of the competition of 
his negro neighbor to a large extent. He is 
dimly conscious of the fact that his “poor 
white trash” civilization has been largely 
made so and kept so by its close proximity 
to an African civilization. He knows 
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SURETYSHIP 


The American Surety Company, by 
i < every test which can be applied to a 
service Corporation, is superlatively well 
ie qualified to bond any undertaking— 
— Fidelity, Judiciary or Contract. 


Its Character 


is indicated by the personnel of its Board 
of Trustees and its 1500 stockholders; 
by its hundreds of thousands of clients, 
and by its comprehensive organization 
embracing 40 branch offices and over 
15,000 local agents. 


Its Record 


comprises 40 years of continuous and 
satisfactory public service. 


Its Assets 


approximate seventeen millions of the 

highest character known to the financial 
world, including Liberty Bonds and its 

| recently enlarged and totally unen- 

| 


Dug 


wy 
x 


{Fi 


a4 


IP 


TTT 


7 


cumbered 22-story office building in the 
very heart of the financial district. 


Its Policy 


is indicated by its relations with its em- 
ployees, with its competitors and with 
the business world. 


Finally, its record, its assets and every- 
thing concerning the character and policy 
of the Company are accessible to any and 
all stockholders or clients or any one en- 
titled to inspect them. 


TRUSTEES 


CHARLES H. ALLEN T. JEFFERSON COOLIDGE HENRY W. HAYDEN J. R. MORRON R. A. C. SMITH 
F. HINE SEWARD PROSSER VALENTINE P. SNYDER 
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that the very words that his children use 
incorrectly and pronounce so faultily have 
been learned from their nurses and negro 
playmates, and he is not sorry to see his 
family removed from the competition of 
his negro neighbor that sinks at times into 
peonage. He feels that just as cheap money 
drives out good money, cheap civilization 
drives out good civilization, and it looks to 
him as if he is about to have another chance. 

And as it is with him so it is with the 
southern farm, itself. Any frank and loyal 
Georgian who knows what farming is as 
conducted in the Middle West or in any 
country of Europe realizes that a Georgia 
farm looks like desolation compared thereto. 
The negro never was a farmer, is not now 
and never will be. He is admirably suited 
to the jobs to which, in this farm-to- 
industry movement, he is going at the 
present time in such large numbers, and as 
he goes he is giving the South an oppor- 
tunity, to just that extent, to have a white 
farming class, without which neither 
Georgia nor any other State can ever ex- 
pect to be great. As long as the white 
people of this State look upon farm work 
as a work for the negro hired hand to do, 
so long will our farming be, compared with 
the best agriculture of the best States in the 
world, nothing but a joke. But when the 
time comes that the southern white man on 
his farm is proud of the labor of his hands 
thereon, then the foundation will have been 
laid for a truly great commonwealth. 


Finest Effect 


OR is this all. The very finest effect 

of this exodus of negro laborers is its 
political effect. If this thing continues long 
enough the boundaries of the South will be 
extended to include Indiana, Ohio, Illinois, 
West Virginia, and Pennsylvania and simi- 
lar border States, and the one great curse 
that has vitiated the statesmanship of our 
country will’have been eliminated from our 
politics. As long as there is a negro prob- 
lem in America the South is in political 
slavery, unable to vote her mind about mat- 
ters of national and international importance 
to her citizens. When the time comes that 
the negro problem is no longer a sectional 
problem—but in so far as it is a problem 
at all, a national problem—then, indeed, 
will our south country be free. 

And it should be added that, from the 
political standpoint of the negro, also, the 
change will be most highly advantageous. 
It is difficult for a white man to realize 
how it feels to be “a problem” and the 
negro will never be satisfied, nor will the 
tension between the races be over until he 
ceases to be a problem. This can only 
happen when he leaves the southern cotton 
farm where his natural increase is over- 
whelmingly greater than that of the white 
man and becomes in large numbers a city 
dweller where his natural increase is no 
greater and, indeed, is less than that of the 
white man. This is exactly the situation 
that is being brought about. As soon as 
the natural increase of the negro is no 
greater than or less than that of the white 
man in the South the whole attitude of the 
races to each other will change to one 
of helpfulness, and the negro will be able to 
attain a hold and place in American life as 
a citizen that is now denied him. 


Even Distribution 


AS it is with our immigrants, so it is 
with our negroes. It is highly advan- 
tageous to all parties concerned that they 
should be more evenly distributed over 
America than at present. In proportion as 
this is accomplished will they develop into 
the full measure of their possibilities as 
men. If, for example, this emigration should 
continue until the negro is fairly evenly 
distributed over the United States, he would 
then constitute slightly less than ten per 


183 


cent of the population in any given com- 
munity. He would, instantly, cease to be a 
problem and become an American citizen 
with rights and privileges unabridged. And 
that important work being done by our 
inter-racial committees, religious and civic, 
which suffers now from the tension of racial 
prejudices and labor rivalry would, for the 
first time, in the South, have a chance to 
apply the gospel of Jesus Christ to the 
relationship between white and black men, 
a happy consummation, which will never be 
accomplished while the great under-masses 


System. 


Henry Parker Willis 


successively Secretary 


‘T,\ROM this authentic personal nar- 
rative you can get a practical 
understanding of the system and 

of its background which you could 
secure in no other way. Dr. Willis 
portrays vividly the personalities of 
the men who shaped the organization ; 
analyzes dispassionately the forces— 
political, financial, and economic— 
which influenced every stage of its de- 
velopment; surveys critically its pres- 
ent status and future prospects. His 
work is not presented as an argument 
for or against the system, nor as con- 
demnation or commendation of any 
particular men or policies. It 


Sets Down Events Exactly as They 
Happened 


The author’s active participation in 
the affairs of the system practically 
from its inception to the present day 
has given him an acquaintance with 
its history probably more thorough 
than is enjoyed by any other one man. 
He has, in addition, had access to the 
personal files of Mr. Carter Glass, who 
directed the preparation and passage 
of the Act in the lower house. The 
authority and interest of his work are 
greatly heightened by numerous re- 
productions of letters and documents 
that, because of political motives or 
because the men involved were still in 
office, have not heretofore been avail- 
able to the public. 
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was the establishment of the 
Every banker needs to know how this 
structure which governs our banking operations 
today came into being, what purposes and what 
compromises are expressed in its provisions, and 
what it has accomplished to date. The impressive 
chapter in American financial history which deals 
with these matters has just been set down in de- 
tail—much of it for the first time—in 
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The Federal Reserve System 


Legislation—Organization—Operation 


By HENRY PARKER WILLIS 


Formerly Expert to the and Currency Committee; 
(1914- ’ 
Consulting Economist to the Federal Reserve Board. 


With an Introduction by HON. CARTER GLASS 


U. 8. Senator from Virginia; Chairman, House Banking and Currency 
Committee (1913-1918); formerly Secretary 
of the Treasury 


Director of Research, and 


A Hint of the Contents 


Book I—Paasage of the Federal Re- 
serve Act. Early banking movements 
and their fate—successive drafts of 
the Federal Reserve Act—its author- 
ship— the McAdoo and Owen plans— 
agreement by which Bryan’s support 
was secured—changes in the bill and 
who made them—enactment over 
opposition. 

Book JI—Organizing the System. 
Mapping out the reserve districts— 
selecting the Federal Reserve Board— 
attempts to modify system—imperfec- 
tions—dominance of Treasury Depart- 
ment—controversy with reserve banks. 

Book III—The System in Operation. 
Development of reserve functions and 
policies—war and post-war financing— 
attitude toward inflation—political pres- 
sure — farmer opposition—the actual 
and the expected accomplishment. 
Appendix—Legislation: Proposed and 
Actual. 


Send for This Important Work 


The reference value of “THE FED- 
ERAL RESERVE SYSTEM” will con- 
tinually increase as time goes on. Every 
well informed banker should have the 
work in his library. It contains 1765 
pages, strongly bound in cloth. The 
price is $10.00 postpaid, payable with 
order or upon receipt of invoice, as 
you prefer. Use the order form below. 


The Ronald Press Company 
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of southern white men with the increasing 
number of mulattoes staring them in the 
y face, see themselves overwhelmingly out- 
dy) ed numbered by an unassimilable race whose 
=) - ( every social, financial and civic advance- 

| | ment only darkens the threat arising from 
racial difference and preponderating num- 
bers. 

If the negro knows where his own wel- 
fare, financial, civic and religious, lies he 
will encourage this movement with every 
means in his power. From his standpoint, 
also, nothing should be done to interfere 
with the transfer of the negro race from 
the southern farms to the northérn in- 


dustries. 

Any way you look at it, therefore, 
whether from the point of view of the negro 
emigrant or his relative left behind or of 
the white laborer or of the farms, them- 

= selves, or of the commonwealth, or of the 
nation—this movement of the negroes to 
the North should be encouraged. If it is 
continued long enough, it will be the great- 
est blessing that has ever been bestowed 
upon the southern States. 

The thoughtful Georgian will not over- 
look the fact that as the negro surplus goes 
north the son of the southern white farmer 
will find living room on his own farm and 
slowly, without immigration from any- 
where, the complexion of our agriculture, 
likewise, will be changed. It would be still 
better if we could bring in a reasonable 
number of immigrants northern 
Europe and our own Middle West. Only 

i when we come to the large employer of 
modern Hotel by outside labor do we find difficulty, is only 
only _{hrough such EXPERIENCE that your Hotel temporary. For it is obviously true that if 
The community-financed Hotel world is replete with failures due the other benefits described in this state- 
to inexperienced outside leadership. The same world is filled ment really accrue to the South, then the 
with records of success due to Hockenbury experience! larger the interests controlled by our large 
It is interesting to note that of all such community-financed i 
Hotels in the U. S., 97% have been Hockenbury financed! employers of labor the more will they be 
of ask us to place your benefited. The negro was brought to this 
month. oe — a country on the curious belief that he was 
It’s sent gratis to members of the A. B. A. necessary to farming in the South. Dis- 


union and death resulted to millions. As 
his coming was mercenary, so is every at- 


tempt made to retain him. For over a 
“hellocKenbury Sistem Incorporated century our white civilization has suffered 

° @ this handicap. Should we refuse to have 
Penn-Harris Trust Bldg., Harr isburg,Penna. — pe Sala lightened even to so small an 


extent? 


=] ir Nothing to Worry About 


those of our Southern 
leaders who for years have been en- 
deavoring to persuade white immigrants 
from the North and West to settle in the 
southern States and who have learned the 
difficulty of inducing them to emigrate to 
Wanted Salesmen With Banking Experience a country where they must compete with 
the negroes will not fail to notice that this 

; migration is helping them to solve their 

We have a few openings on our sales force problem in a double manner. The Northern 
that mean real opportunity. Our line em- white laborer is being made accustomed to 
bodies various advertising specialties in the negroes, not only in his own home 
leather, paper and novelties, a line appeal- country but is thereby prepared to emigrate 


ing particularly to banks. Remunerations to a land where the conditions are no 
widely different. In any case, there is 


based entirely upon ability. Aggressive nothing to get excited about. On_ the 
salesmen earning from 250.00 to 600.00 economic side of the question it is perfectly 

per month. For particulars, address sales certain that the larger the numbers in which 
manager. he arrives in the North the lower will be 

the wages that he will receive there and the 

THE BRODERICK COMPANY, ST. PAUL, MINNESOTA higher the wages that the southern laborer 


will receive. As the one decreases the other 
will increase. 
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Capital Levy 
(Continued from page 158) 


capital must be overcapitalized. In every 
other case it could only do so at the ex- 
pense of reducing its activities and of dimin- 
ishing its power to give employment.” 


Other Objections 


SNOWDEN, author of the reso- 
lution, recently defeated, for the gradual 
abolishment of the capitalist system, has 
made it-clear that he regards the capital 
levy as the first step toward the extinction 
of capital And what actual use would 
the Labor Party make of their ill-gotten 
gains? Says the London Outlook: “One 
element wants social reform, which is a 
pleasant way of saying that it wants a 
bureaucracy, Another section believes in 
subsidizing industries—which is another way 
of asking its own particular followers to 
help themselves out of the taxpayers’ pocket. 
A third division advocates the reduction of 
the National Debt and reduced taxation. 
These latter are the only men whose scheme 
holds water at all in the economic sense; 
and it is at least curious that these should 
be precisely the less effective voices in the 
demand for the levy.” 

[f the levy were installed a universal val- 
uation of everybody’s wealth would be nec- 
essary. “The biggest guessing competition 
the world has ever seen,” remarks the Lon- 
don Spectator, “would be the order of the 
day, for, remember, valuation is in the last 
resort only guessing. Nothing but the auc- 
tion-room ascertains real values, and that 
often only on a particular day in a particu- 
lar year, . . . Income values itself. Capital 
does not. . . . The exact amount of in- 
come expressed in terms of cash is deter- 
minate. The exact amount of capital so 
expressed is indeterminate.” 

There is yet another point to be made. 
A capital levy, “carried out in the face of 
fierce—inevitably fierce—opposition on the 
part of a large section of the community, 
and that section its brains,’ as the London 
Telegraph points out, “would be almost im- 
possible administratively. . . . The whole 
problem has already been investigated by a 
committee of the American Economic As- 
sociation. . . . It reported in 1919 that ‘our 
analysis reveals so many serious objections 
to the capital levy that we do not hesitate 
to report that, in our opinion, such a measure 
has no proper place in a financial plan for 
a country in the present position of the 
A’” 


Switzerland’s Levy 


WISS experience with the capital levy 

is instructive. The Swiss Socialists, ex- 
ercising the constitutional right of any 50,- 
000 citizens to initiate legislation, brought 
forward a bill to tax capital above 15,000 
francs on a sliding scale from 8 to 60 per 
cent. The voting date on this referendum 
was December 3, 1922. 

By November 15, six weeks previous, most 
of the vast sums of foreign money which 
had been deposited in Swiss banks because 
of Switzerland’s good name for financial 
stability, had been withdrawn. Three weeks 
before the vote was to be taken, the So- 
cialists called a strike of all printers in 
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establishments of others than Socialists, to 
stifle argument against the levy. No news 
paper appeared for twenty-one days, save 
in Geneva, where the papers were printed 
over the border, on French soil. Neverthe- 
less, a spirited campaign was carried on by 


MISSISSIPPI 
the enemies of the bill, and the unfair ad- 
VALL EY vantage taken by the Socialists proved a 


boomerang. The Swiss likes fair play. He 
was disgusted by the printers’ strike. Also 
he was alarmed, from the top to the bot- 
tom of society, from the poorest peasant 
to the greatest manufacturer. To be on the 
safe side he withdrew his savings deposits, 
collected all the hard money he could from 
his creditors, and buried the lot in his 
garden. 

When the vote was finally taken only 
100,000 voters favored the levy, and 730,000 
overwhelmed it. Every canton, every dis- 
trict returned a big majority against it. 
Peasants were even more strongly against 
it than the urban population. 

Two weeks before the vote gold went 
out of circulation, and ten days after the 
crisis had been safely passed it was ad- 
mitted that the savings banks had been 
threatened with disaster, and that four or 


five billi f had fled th yuntry. 
Capital, Surplus, and Profits Over For 
Eight Million Dollars levy is a dead issue for the present in 


Switzerland: 


What Can Be Said for It? 


OCIALISTS are not the only people who 
have been fascinated by the capital levy. 
Shrewd, hard-headed, Scotch Bonar Law 
has admitted that he was in favor of it in 
1917. With universal admiration the people 
of the United States heard (or read) Presi- 
dent Harding’s declaration that in the next 
war, if he were in the -White House. he 
ire would “draft every dollar as well as every 
& CO., Inc. N.Y. “fudge for yourselt. other essential.” That proposal went unchal- 
Lane, Now Guy | lensed, partly because war seemed so far off 
| memmnmmmmammmnnmenmmmmmmmmmmmmmmanmumm, alll partly because it appealed to the senti- 
ment against war profiteering. 

Yet conscription of capital is nothing more 
nor less than confiscation of capital. If 
we are dragged into another war President 
Harding’s phrase (which may have sprung 
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from his heart rather than from a settled 
r 1S settle 
4 4 conviction in his brain) may come back to 
= = roost in the White House and croak at his 
= To = successors in office. Between the drafting 
= 4 of dollars and a capital levy there would 

roulc 
=| New Business and Advertising Managers 4 be little to choose. Either one, it is believed 
by many observers, would reduce industrial 
: mercial and industrial concerns, are em: we sould fone thet war 
Fs ploying outside counsel to supplement the 3 little pay or none at all. st citizen-civilians 
: activities of their own Advertising and New : will not work for nothing. They will not 
¢ Business Departments. = work, as we found out, for less than a 
3 My years of experience as Advertising and Fs great deal of “war-time” pay. Even among 
New Business Director of one of the nation’s 3 Communists 
largest banks, as well as my work of a quarter- rad 
= century with financial institutions from Maine 
= : : : ° 4 is that men are glad to die for their coun 
: to California, will enable you to follow this they not labor for 
: same sound policy and show maximum results. 4 its sake—and nothing besides. 

= 
= FRANCIS R. MORISON : 
hoslovakia 
= SLOAN BUILDING CLEVELAND, OHIO Czec 
= some extent the experience-of Czecho- 
: 4 slovakia serves as an argument in favor 
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(Concluded on page 188) 
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Capital Levy 
(Continued from page 186) 


affair as contrasted with the proposals in 
England and Switzerland. There it is a 
tax partly on property and partly on war 
wealth, and its importance relative to the 
entire national budget is slight. It takes 
from 1 to 20 per cent of wealth over a 
given minimum. Wealth it reckons as all 
objects and rights “after deducting all lia- 
bilities attaching thereto which can be re- 
duced to a money value.” Furthermore, 
household utensils, furniture, clothing and 
other objects serving personal needs, pen- 
sions, deferred life insurance annuities, and 
so on are exempt. 


Capital Left the Country 


HE law which brought the capital levy 

into operation was passed by the Czecho- 
slovak Parliament on April 8, 1920. The 
late Dr. Rasin, the Finance Minister who 
was shot by an anarchist on January 5, 
1923, began the levy with a census of pri- 
vate fortunes. The levy was designed to 
supply approximately one-fourteenth of the 
revenues of the State, these revenues to be 
used, in the language of the act, for “a 
future adjustment of the currency, to meet 
commitments taken over from the Austro- 
Hungarian Bank by the exchange of State 
bank notes for bank notes withdrawn from 
circulation, by the withholding of bank notes 
and the taking over of current accounts 
and Treasury bills, etc., etc.” In fine, to 
retire paper money. 
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The levy in Czechoslovakia has improved 
the status of the crown. Any tax devoted 
to the redemption of currency issues would 
do that. “But the improvement of the 
crown has not been an unmixed blessing,” 
as the Manchester Guardian observes edito- 
rially, “and trade and employment have 
suffered.” Apropos of this a special cor- 
respondent of the London Times exclaims 
rhetorically, “For over a year now Czecho- 
slovakia and its people have allowed them- 
selves to be broken on the economic wheel 
for the sake of their currency. They have 
borne their sufferings in silence. Very little 
has been heard about their idle factories 
and their unemployed. The Czechs are a 
stoical people. Heavy taxation, highly rated 
currency, high costs of production; hence 
industrial depression and unemployment. 

Capital is beginning to emigrate in 
order to operate in countries where condi- 
tions are more favorable. Within the last 
year quite a number of textile factories 
have been started in Hungary with Czecho- 
slovak capital. 

Nevertheless the same correspondent goes 
on to admit that there is “no reason to take 
a tragic view of the situation.” And the 
Manchester Guardian’s correspondent frank- 
ly declares, “Controversy and grievance have 
arisen from its operation, but the levy is 
now an established national institution, and 
the rich on whom it falls seem now in the 
main to be satisfied about its fairness and 
moderation.” 

Mindful, however, of the industrial dis- 
tress caused by the improvement of the 
crown, the Czechs have latterly devoted 
themselves to stabilizing its fluctuations. 
“The industrial crisis brought about by 
the sudden rise of the crown in the second 
half of last year,” writes Ales Bros, At- 
taché of the Czechoslovak Consulate-Gen- 
eral, to the Philadelphia Public Ledger, “is 
not yet overcome. Since the beginning of 
this year, however, conditions have im- 
proved steadily. . . . In regard to currency 
Czechoslovakia continues in its endeavor 
to reduce the fluctuation in the rate of 
exchange to the lowest possible minimum, 
for it is realized that a further rise of the 
crown would endanger the competitive capac- 
ity of Czechoslovak industries.” 


Never Enforced 


N many ways the best available summary 

of the Czechoslovak fiscal position is that 
which appeared in the London Statist of 
August 4, showing very clearly that the 
answer to the questions as to the success 
of the capital levy is Yes and No. 

“In marked contrast to all its neighbors, 
the Republic of Czechoslovakia has pursued 
a policy of stern financial rectitude during 
the past few years. Far from being tempted 
towards inflation, it has tended to the other 
extreme, deflation; it is the most highly 
taxed country on the continent; and the 
state expenditure is characterized by ex- 
emplary economy. The fundamental sound- 
ness of its position provides, of course, a 
great incentive towards sane administrative 
policy. Its geographical situation is very 
favorable; it has inherited 80 per cent of 
the industries of dismembered Austria- 
Hungary; and it commenced its career with 
a very moderate national debt. The in- 
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crease in the value of the Czech crown has 
had, of course, an adverse effect on the ex- 
port trade in manufactures, largely because 
of the difficulty in scaling down wages pro- 
portionately to the rise in currency values, 

“While the intentions of the Government 
are recognized on all sides to be correct, 
the actual methods adopted have been sub- 
ject to considerable criticism, Employers 
complain that they cannot manufacture jor 
export up to their full capacity till wages 
are reduced, which in turn is dependent to 
a large extent on taxation policy. 

“Czechoslovakia was the first country to 
try the expedient of a capital levy, and 
the project has since been a matter ot con- 
siderable embarrassment to the Government. 
The law has necessarily become so complex 
that even those administering it do not 
understand it. In practical application it 
has never been carried out to the letter, the 
amounts payable being the result of nego- 
tiatory compromise between the individual 
and the Minister of Finance. The worst ef- 
fects of the measure have been avoided 
through the lenient application of the law, 
and it is more than probable that a con- 
siderable portion of the levy will never be 
collected.” 

A very dubious and partial success in 
Czechoslovakia, doomed to complete failure 
in advance in Switzerland, the capital levy 
remains a bugaboo throughout Europe. 
Lurking in the background as a threat to 
stability in every statesman’s mind, it helps 
to keep debt increases within the bounds 
of reason and tends to make spending de- 
partments frugal, not to say thrifty. Ill 
wind that it is, it has therefore, blown some 
good. 


Membership Dues 


N September 1, the beginning of the 

American Bankers Association’s fiscal 
year, Certificate-Drafts for membership 
dues for the year ending August 31, 1924, 
were sent to all members of the associa- 
tion. A very large percentage of members 
have remitted. If you have not done so, 
and the certificate is not in your posses- 
sion, please see schedule of dues on page 
113 of the August JourRNAL and remit ac- 
cordingly. 

The membership is nearly 23,000, or ap- 
proximately 70 per cent of all banks. There 
is an enormous amount of work in the 
collection of dues, and it is the desire of 
the officials that the collection be completed 
at an early date, thus eliminating unneces- 
sary correspondence and delay. 

Under the by-laws dues are payable in 
advance on September 1, and the Constitu- 
tion provides that non-payment of dues 
within thirty days after they are due shall 
result in the forfeiture of all privileges of 
membership until payment thereof, and fail- 
ure to pay such dues within three months 
after they are due shall result in forfeiture 
of membership. The loyalty of members 
is appreciated, but those who have not re- 
mitted are urged to do so promptly. 

Remittances should be made in New York 
funds direct to our New York depository— 
the American Exchange National Bank, 
New York City, and checks made payable 
to the order of that institution. 
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